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SUMMARY 
The retail lumber industry is the principal source of build-
ing materials for builders of farm dwellings in Iowa. Its 
structure is important in determining the efficiency with 
which building materials are made available to builders of 
farm houses and the extent to which the industry contributes 
to increased consumer welfare. 
1. Its size and importance as a supplier of building 
materials in Iowa are indicated by certain facts: 
a. It was comprised of 1,039 retail lumber yards and 
84 building materials establishments in 1948. Iowa ranked 
third among the states in number. of yards in relation to 
popUlation; 
b. Estimated total sales in 1950 were $194,000,000. 
which was more than 450 percent of the 1935-39 annual 
average. However, correction for price changes reduced the 
physical volume of sales in 1950 to slightly more than 200 
percent of the 1935-39 average. About 85 percent of these 
sales were building materials, most of which were lumber 
and lumber products. Both dollar and physical unit sales in 
Iowa showed somewhat less cyclical fluctuations during the 
period 1929-50 than did such sales throughout the United 
States. 
c. Lumber yards and building materials dealers ac-
counted for about 92 percent of the total retail lumber 
and building materials sales made through various types of 
retail and wholesale establishments in Iowa during 1948, 
exclusive of building materials sales made by contractors. 
2. " The following characteristics of interdealer relation-
ships among retail lumber establishments and firms in Iowa 
suggest tentatively the existence of workable competition 
in the industry: 
a. The average lumber yard had sales of $152,000 in 
1948-three times the 1939 average. But the physical volume 
of sales per yard was only one-third greater in 1948 than in 
1939. "The largest 9 percent of the yards in 1948 accounted 
for 30 percent of the total volume of sales. 
h. Chain (or multiunit) firms accounted for slightly 
more than half of the state's total volume of sales in 1948, 
and those of eleven or more units, for nearly one-third of 
the total. There is evidence, however, that medium-size and 
large-size chains lost to independents and small chains in 
both number of yards and sales between 1939 and 1948. 
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Chain yards appear to have had considerable centralization 
of management but probably less than occurred in retail 
chains in other kinds of businesses. Factors contributing to 
the development of chains in the retail lumber business in 
Iowa appear to have been (1) certain economies of vertical 
and horizontal integration, (2) the availability of funds from 
within the industry for increased capital investment, (3) 
the desire to reduce the effects of competition and (4) the 
geographic structure of the lumber market in Iowa. Limita-
tions on their growth have been (1) certain diseconomies 
of vertical and horizontal integration, (2) the cost of mana-
gerial coordination within the firm and the quality of manage-
ment within the establishment and (3) during many years 
of the 1940's, increased demand for and shortages of build-
ing materials. 
c. Yards were very widely scattered over the state, 
with at least one yard, on an average, every 8 miles. 
Three-fourths of all yards were in towns of less than 2,500 
population. Their location has probably been influenced by the 
geographic distribution of customers, especially farm cus-
tomers; by facilities and costs for incoming and outgoing 
transportation, which are especially important for bulky 
products like building materials; geographic differences in 
costs of operation; and the relation between costs and volume 
of sales. Lumber dealers reported an average selling area 
with a 10-mile radius around the yard, although studies of 
customer buying practices show a radius of 6 miles or less. 
The bulkiness of building materials (and the consequent high 
costs of transportation) and the ability of yards to operate 
economically when located close to their farm customers 
are possible explanations for the'relatively small size of these 
selling areas. There was more geographic concentration of 
sales than of establishments, with about one-tenth of the 
state's sales in two cities, and one-fifth in seven cities. The 
geographic distribution of sales and of establishments de-
scribes a market of oligopoly, i.e., one in which there are 
relatively few sellers, all of whom are aware of their in-
fluence upon each other. This was modified to the extent 
that there was an actual or potential overlapping of selling 
areas and transmitted competition. 
d. Cooperation among retail lumber yards has been 
achieved through informal agreements on certain policies 
and practices, through state and district trade associations 
and through the line or multiunit firm. 
e. National data show that retaillumbel' and building 
materials firms had a higher rate of entry than all retail, 
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all wholesale and all industry firms during the period 1946-
48. This was not true in all cases in 1944 and 1945. 
f. Price competition in lumber retailing has some-
times been of the cut-throat type and appears to have been 
more important than nonprice competition. . 
3. The structure of the retail lumber industry in Iowa 
would not appear to be a major deterrent to efficient farm 
dwelling construction. Certain structural characteristics of 
the industry, such as its oligopolistic character and the pres-
ence of certain imperfections and rigidities in the local 
market, are barriers to maximum consumer welfare. Others, 
such as the overlapping of market areas, imitation. of ser-
vices and prices, and relative freedom of entry, are socially 
desirable. Protection of consumer interests in such a market 
depends upon the alertness and responsiveness of con-
sumers, enterprisers and the public. 
The Structure of the Iowa Retail 
Lumber Industryl 
By EDNA DOUGLAS' 
The core of an economic analysis of farm housing3 lies in 
the study of the forces and processes by which the values of 
farm dwellings are determined.· Although this central prob-
lem of value determination underlies all economic research 
in farm housing, its solution, at least in the early stages of 
research, can probably be effected more efficiently by in-
direct rather than by direct means. Specifically, we need 
to know something about the institutional framework of the 
housing market and about the relationships among partici-
pants in that market if we are to approach the problem of 
value determination with realistic assumptions about the 
market situation within which those values are determined. 
This study is a description of certain characteristics of 
the' retail lumber industry of Iowa,4 which is an important 
participant in farm housing construction in the state. An 
industry can be described in terms of the structure of its 
functions, of its institutions, or of its costs. An institutional 
approach is used in this study. Such a description focuses 
attention, first, upon the characteristics of the firms in the 
1 This bulletin was completed under Project 972 of the Iowa Agricultural 
Experiment Station. The writer is indebted to the 113 retail lumber 
dealers in Iowa who cooperated in the field survey. Most of these 
dealers would prohably prefer to remain anonymous, hut nearly all 
were generous in drawing upon their fund of information and experience 
for the benefit of this study. Appreciation is also expressed to Mr. James 
E. Toepel, Assistant Secretary of the Iowa Retail Lumhermen's Associa-
tion, Des )loines, and to Mr. Rohert H. Laird, formerly Field Secretary of 
the Iowa Retail Lumbermen's Association, both of whom offered advice 
and encouragement in the course of the study hut neither of whom is re-
sponsible for errors of fact or for the interpretation of findings. The 
writer is also indebted to Professor Ray Jessen of the Iowa State College 
Statistical Laboratory for directing the drawing of the sample for the field 
survey and to the Division of Retail Sales and Use Tax of the Iowa State 
Tax Commission. Des Moines, for making available data on sales and use 
tax collections. The interpretation and presentation of findings have heen 
substantially improved by the constructive criticisms of the following 
economists of Iowa State College: Professors Elisaheth vVilIis, Howard 
Hines and Donald Kaldor. . 
• Associate Professor, Department of Economics, Iowa State College. 
3 "Farm housing" is used throughout this study to refer to housing for the 
farm family and the term "farm buildings," to nonresidential structures 
on the farm . 
• The term "industry" is used here to refer to all the establlshments whose 
principal function is the selling of lumber and lumber products in retail 
markets. In some cases, certain data from establishments whose principal 
function is not the sale of lumber are also included but arc so identified. 
These are usually sellers of building materials. 
'l'he adjective "retail" ordinarily refers to sales made to ultimate con-
sumers or for ultimate consumption, which would exclude sales of capital 
goods to farmers. In this study, however, "retail" is defined more broadly 
(Continued on next page) 
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industry, such as their differences in size, in organization and 
in methods of operation. It also shows the interrelationships 
among firms within the industry. There is, of course, a very 
close relationship between an industry's institutional organi-
zation and its functions and costs. The kinds of functions 
performed, the methods by which they are performed, the 
efficiency of performance, and the industry's production 
potential are reflected in the various characteristics of the 
institutional structure. 
The assumption is made that the most important purpose 
of describing the retail lumber industry of Iowa is to show 
to what extent its structure both indicates and contributes 
to the efficient· allocation of productive resources in ac-
cordance with consumer preferences as expressed in dollar 
expenditures. Does the industry make available to consumers 
the quantities and qualities of goods and services that they 
desire and at the lowest possible cost of production? The 
structural characteristics most closely. related to the efficient 
allocation of resources in accordance with consumer prefer-
ences are those which describe the nature of competition in 
the industry. Therefore, characteristics selected for descrip-
tion in this study were chosen because they are generally 
recognized as either indications of or contributions to the 
kind of competition within the industry and because data 
were available on that particular characteristic. The objec-
tives were: (1) to determine the nature of competition 
among sellers in retail lumber markets of Iowa; and (2) to 
determine whether the industry could or could not properly 
be classified as one of workable competition, under which 
maximum consumer welfare would be achieved to the extent 
that the practicalities of the market situation permit. 
• (Continued) -
to Include sales made for personal, household or farm consumption. This 
is in agreement with the definition used by the United States Bureau of the 
Census. 
Because census data have been used in many parts of this study, three 
census definitions are quoted: 
. "Retail Trade, as defined in the 1948 Census of Business, Includes estab-
lishments primarily engaged in seiling merchandise for personal, household, 
or farm consumption • . ." 
"Lumber yards.-These are retail establishments prlmaril~- engaged in 
selling rough or dressed lumber, wood shingles, Interior woodwork, mould-
Ing, doors, sash, frames, and other millwork. Sales are made locally, pri-
marily to home owners, farmers, and special trade contractors. Establish-
ments selling primarily to builders and general contractors are classified 
In "\Vholesale Trade." 
"Building materials dealers.-These are retail establishments primarily 
engaged in selling building materials other than lumber and mllhvork, such 
as briCk and tile, cement, sand and gravel, lime and plaster, and composi-
tion wallboard and roofing materials. Sales are made locally, primarily to 
home owners, farmers, and special trade contractors. Establishments sell-
Ing primarily to builders and general contractors are classified In 'Whole-
sale Trade." 
United States Census of Business: 1948, Retail Trade. United States 
Summary, Bulletin No. l-R-O, pp. 0.00, 0.60. 
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The following sections describe three general character-
istics of the Iowa retail lumber industry as a whole~the 
number of firms and establishments, trends in volume of sales 
and kinds of commodities sold. These sections also describe 
six ~haracteristics of market relationships between lumber 
dealers: (1) the size distribution of establishments; (2) the 
characteristics and importance of multiple-yard firms; (3) 
the geographic distribution of establishments and sales; 
(4) cooperative relationships among establishments; (5) 
freedom of entry; and (6) the relative importance of price 
and nonprice competition. Information on these aspects of 
the industry was secured primarily from the United States 
Census of Business, from publications of the Iowa Retail 
Lumbermen's Association and the Northwestern Lumber-
men's Association, from the Iowa State Tax Commission and 
from interviews with 113 Iowa retail lumber dealers. 
1. GENERAL CHARACTERISTICS OF THE INDUSTRY 
THE NUMBER OF FIRMS AND ESTABLISHMENTS 
There were 1,123 retail lumber and building materials 
establishments in Iowa in 1948, consisting of 1,039 lumber 
yards and 84 building materials establishments. (See table 
1.) There was a decrease in the number of lumber establish-
ments during the period 1929 through 1948. This long-term 
decline was apparently accelerated by the depression of the 
1930's and by the war period, 1942-45.5 
Lumber yards were nearly three times as plentiful in 
Iowa, and lumber and building materials dealers more than 
twice as plentiful, in relation to population, as they were in 
the United States as a whole.G Only two states, North Dakota 
• According to the directories of the Iowa Retail Lumbermen's Association, 
the number of lumber yards and building materials dealers in the state de. 
clined from 1,180 in July, 1942, to 1,127 in July, 1946, while between 1946 
and 1951, there was an increase in number of yards to 1,181. Figures of 
the association include all dealers who handled lumber and building mate· 
rials, While census data include under this classification only establishments 
for whom lumber or building materials represented a major portion of 
total sales. 
POPULATION FER LU:\fBER YARD AND BUILDING MATERIALS 
DEALERS IN IOWA AND THE UNITED STATES, 1948 
Population per Percentage of United States 
Area Lumber yard Lumber and Popula· Lumber 
Lumber yards 
and 
yard building rna· tion yards building rna· 
terials dealer terials dealers 
United 
States 7,200 5,700 100.00 100.00 100.00 
Iowa 2,500 2.~OO 1. 7 4 4.99 4.30 
(Continued on page 231) 
TABLE 1. NUMBER OF STORES AND TOTAL SALES OF RETAIL LUMBER YARDS AND OTHER BUILDING 
:MATERIALS DEALERS IN IOWA, 1929, 1935, 1939 AND 1948 
Number of stores Total sales (add (00) 
Kind of business I I I I 
I 
1948 I 1939 1935 1929 1948 1939 1935 I 1929 I I I 
Lumber-building group I I I I I I 1,926 I 1,633 I 1,639 2,059 $209,608 I $62,674 $52,344 I $82,118 
Lumber yards I I I I I 1,039 l,09l ~ I I $158,439 I $52,593 f I 
Building materials dealers \ 
1,126 I 1,354' I $37,278 I $69,098' 
84 741 I 12,064 I 4,118 I 
Heating-plumbing equlp- I I I I I I I I I I ment dealers 458 I 211 I 259 I 448 24,801 I 2,304 2,320 8,412 Paint, glass, wallpaper I I I I I I I I I stores 190 I 156 I 178 140 9,290 I 2,919 2,076 I 
2,627 
ElectrIcal supply stores I I I 155 101 I 76 117 5,014 740 670 1,9~ 
• Includes stores and sales of stores classified as lumber and building materials dealers, lumber and hardware stores, roof-
ing dealers, and dealers In any other single building materiaL '.- ........ , _ _ _ .". ! 
Source: United States Census of Distribution: 1929, Vol_ I, Pt. 2, p: 782; United States Census of Business: 1935, Re-
tall Distribution, Vol. III, p. 26: United States Census of Business: 1939, Vol. I, Pt. 3, p. 115; and United States Census of 
Business: 1948, Retall Trade, Iowa, Bulletin No. l-R-14, p. 14.02. 
"" ,,-
;:> 
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and South Dakota, had more retail lumber yards in relation 
to population than Iowa,1 and only four states~Texas, Cali-
fornia, Illinois and New York, in the order named~had more 
yards.s The number of lumber and building materials estab-
lishments in Iowa is apparently related to the importance of 
agriculture in the state and to a fairly broad geographic dis-
tribution of population, farms and income. 
Although Iowa had an unusually large number of lumber 
and building materials establishments, data from the Iowa 
Retail Lumbermen's Association indicate that there were 
in 1947 about half as many firms as establishments. Approxi-
mately 591 business firms operated the 1,147 establishments 
in July, 1947. Of these, 469 were firms with only one es-
tablishment and 122 were multiple-yard firms. (See tables 
9 and 10.) 
SALES 
Volume of sales is a more useful measure of the im-
portance of lumber retailing in the state, and sales often 
show greater changes from year to year than the number of 
firms or establishments do. One of the reasons why retail 
lumber sales have wide cyclical fluctuations in an agricultural 
state is the fluctuations in agricultural income. Another is 
that farmers' expenditures for buildings vary more in re-
lation to changes in income than do their expenditures for 
many other goods.!) It is probable that this is also true for 
• (Continued) -
Source: Population data for 1950 from United States Bureau of the 
Census, 1950 Census of Population: Preliminary Counts, Series PC-3, No. 
10 (February, 1951), p. 5. Data for 1948 on number of lumber yards and 
building materials dealers from United States Census of Business: 1948, 
Retail Trade, Iowa, Bulletin No. 1-R-14 (1950), p. 14.02. 
7 Population per lumber yard In both North Dakota and South Dakota was 
2,000. Computed from UnIted States Bureau of the Census. 1950 Census 
of Population: Preliminary Counts, Series PC-3, No. 10 (February, 1951), 
p. 5; and UnIted States Census of Business: 1948, Retail Trade, Lumber 
Yards and BuildIng l\1aterlals Dealers, Series BC-2-R-4, p. 2. 
a United States Census of BusIness: 1948. Retail Trade, Lumber Yards and 
Bulldlng MaterIals Dealers, Series BC-2-R-4, p. 2. 
• Income elasticIties of farmers' expenditures based on 1920-40 data of the 
United States Department of AgrIculture for farm expenditures and cash 
farm Income from marketings have been computed as follows: 
Income 
Commodity Elasticity 
l'.Iachinery and equIpment 1.90 
1'.10tor vehicles 1.89 
Tractors 2.38 
1\[otor trucks 1.53 
Automobiles 1.50 
Buildings 1.66 
Fertilizer and lime 0.99 
Cost of operating motor vehicles 0.41 
l\l!scellaneous expenditures 0.41 
(Continued On next page) 
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expenditures by urban consumers. The two sections below 
compare trends in Iowa sales with trends in national sales 
from 1929 through 1950 and provide an estimate of the im~ 
portance of lumber yards in total building materials volume. 
TRENDS IN THE TOTAL VOLUME OF SALES BY BUILDING 
MATERIALS DEALERS 1. 
(1) Dollar sales. There were three principal differences 
between fluctuations in building materials sales in Iowa and 
in the United states during the period 1929-50. (See fig. 
1.) First, sales by Iowa firms were less sensitive to the two 
depressions of the 1930's and to the pre-war recovery of the 
early 1940's than were sales of all firms in the nation. 
Second, Iowa's absolute increase in volume of sales, which 
began at least by the mid-1930's, continued during the war 
years, while dollar volume in the United States fell during 
1942 and 1943. Third, United States sales had a much greater 
percentage rise after 1945 than did those of Iowa, reacliing 
a level in 1950 which was more than 400 percent greater 
than the 1935-39 average, while Iowa sales were only about 
350 percent greater. Yearly variations in dollar sales in both 
Iowa and the United states are closely related to the build-
ing cycle. 
(2) Prices. There was not much difference in the direc-
tion and little difference in the degree of price fluctuations 
in the United States and Iowa between 1929 and 1942. (See 
table 2 and fig. 2.) Between 1942 and 1948, however, prices 
of building materials in the United States rose more rapidly 
than in Iowa. Between 1948 and 1950 the two price series 
reversed their positions. Both series fell between 1948 and 
1949, but by 1950 Iowa prices had moved up to their highest 
level since 1929, while United States prices were 10 percent 
below their peak of 1948. In both Iowa and the United States, 
prices of building materials for houses rose more than prices 
of materials for service buildings. 
(3) Physical unit sales. With slight modifications due 
to differences in price fluctuations in the two areas during 
the late 1940's, the comparative pattern of physical unit 
sales for Iowa and the United States is substantially the 
• (Continued) -
These were computed from the following formula: log X = a + b log Y, 
in Which X = item of consumption; Y = cash farm Income; b = income 
elasticity. 
Cheng.Hsien 'Vang. A Note on Farmers' Consumption and Its StabilIz-
ing Nature, The Review of Economics and Statistics, Vol XXXII, No. 3 
(August, 1950), p. 254. 
lOBased on data from the United States Census (see table I), the United 
States Department of Commerce (see table 2) and Iowa retail sales tax 
collections (see table 2 and Appendix A)_ 
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Fig. 1. Estimated sales of retail lumber and building materials dealers 
in Iowa and in the United States in current dollars and 1935-39 dollars, 
1935-50. (Source: table 2.) 
same as that for dollar sales. (See fig. 1.) Iowa showed less 
sensitivity to the depressions of the early 1930's and of 1938 
than did the nation as a whole. Unit sales during the war 
years were less for both Iowa and the United States (ex": 
eluding 1945 for Iowa) than in 1941. Throughout this period, 
sales in Iowa were at a higher level, compared with 1935-
39, than were national sales. But during most of the post-
war years, Iowa sales rose less rapidly than those in the 
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Fig. 2. Index· of prices of building materials for houses in Iowa and 
the United States, 1935-50. (Source: table 2.) 
TABLE 2. ESTHIATED TOTAL RETAIL SALES OF BUILDING MATERIALS STORES AND INDEXES OF PRICES PAID 
FOR BUILDING MATERIALS BY FARMERS IN THE UNITED STATES AND IOWA, 1929 AND 1935-50 
Year 
1929 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
Sales 
Amount 
United 
States I Iowa 
(add ado) 
$2,621,000 I $69,098"* 
1,105,000 f 34,452 
1,463,000 38,968 
1,739,000 I 42,688 
1 
1,530.000 I 45,097 
1,761.000 I 52,191 
2,O(}0,000 I 52,481 
I 
2,435,000 1 59,M5 
2.326,000 / 62,165 
2,079,000 I 67,249 
2,171,000 I 69,143 
2,508,000 I 78.344 
4,137,000 85,578 
5,695,000 I 144,373t 
6,272,000 I 173,846t:!: 
6,020,000 167,001 t 
I 
7,790,000 / 194,108t 
Index 
United I States Iowa 
1935-39 !:: 100 
172.5 I 161.9 
/ 
72.7 I 80.7 
96.3 91.3 
114.4100.0 
100.7 105.7 
115.9 122.3 
131.6 123.0 
160.2 139.7 
153.1 145.7 
136.8 157.6 
142.9 162.0 
165.0 183.6 
272.2 200.5 
374.8 338.3 
412.7 407.3 
396.2 391.3 
512.6 454.8 
Index of prices paid by farmers 
for building materials 
United 
States 
For 
house 
For 
other 
than 
house 
I 
1935-39 = 100 
/ 
110 / 110 
I 
99 I 100 
100 I 101 
106 I 108 
I 
101 I 102 
101 1 102 
103 I 103 
112 
121 
128 
138 
144 
164 
233 
256 
225 
231 
112 
123 
130 
141 
144 
161 
226 
241 
213 
218 
Iowa 
For 
For other 
house than 
house 
/ 
1935-39 = 100 
109 I 109 
I 
97 I 97 
97 I 98 
104 I 103 
I 
101 I 101 
101 I 101 
102 I 102 
I 
111 I 111 
120 I 122 
125 I 128 
I 
131 I 135 
135 I 137 
144 I 147 
I 
211 I 204 
241 I 229 
234 / 222 
I 
252 / 237 
Index of estimated 
unit building 
ma terials sales (index of sales-;-
index of prices) * 
United 
States Iowa 
I 
1935-33 = 100 
I 
157 / 149 
I 
73 I s:~ 
n6 I 34 
107 I 97 
93 I 105 
114 I 121 
128 I 121 
143 i12l; 
125 120 
106 I 125 
102 1122 
115 I 135 
168 (166-169) I 138 (136-139) 
I 
163 (161-166)1163 (160-166) 
166 (161-171) 173 (169-178) 
181 (176-186) 172 (169-176) 
I 
228 (222-235)/ 210 (203-216) 
,,,, 
C» 
.... 
• ·Where the index of prices of building materials "for house" differed from that of building materials "for other than house" by 
more than two index points, the sales index was divided by the average and also by each of the two price indexes. These lat· 
ter figures are shown in parentheses following that based on the average. ",Vhere the two priee series differed by less than two 
index points, the average price index alone was used. 
** From United States Census of Distribution: 1929; not completely comparable to Iowa data for other years. 
t New series, beginning second quarter, 1947. New series has been adjusted to place it on a comparable basis with 1935·46 
data. See Appendix A·I. 
t This figure is two percent greater than that reported for Iowa lumber yards and building materials dealers in the United 
States Census of Business: 1948, Retail Trade, Iowa, Bulletin No. l-R-14, p. 14.02, where total sales were reported as 
$170,503,000. 
Source: United States sales are census data or estimates of United States Department of Commerce in Survey of Current 
Business Vol. 28, No.9 (September, 1948), p. 22. and Vol. 31, No.2 (February, 1951), p. 22, except for 1948, which sales are 
from United States Census of Business: 1948, Retail Trade, Series BC. 2-R-O, p. 4. This latter figure is less than the cstimate 
of the United States Department of Commerce for that year by $597,000,000. Iowa sales for 1929 are from United States 
Census of Distribution: 1929, Vol. I, Pt. 2. p. 782. Estimates for other years are computed from records of retail sales tax 
'collections, Iowa State Tax Commission, Des Moines. The. index of prices paid by United States farmers for building mate-
rials is from the Bureau of Agricultural Economics. United States Department of' Agriculture, Agricultural Statistics, 1947 
nVashington: Government Printing Office, 1948), p. 524; and Bureau of Agricultural Economics, United States Department of 
Agriculture, Agricultural Prices, 1948·51. For an enumeration of materials included in this index, see Agricultural Sta-
tistics 1947, Pl'. 522-523. Weights were derived from Farm Management and Rural Life Studies, 1924 to 1929_ Data for 
prices of building materials in Iowa are from Iowa Crop and Livestock Reporting Service, Office of the Agricultural StaUs- ". 
tlcian, Des Moines, Iowa. Components and weights for this series are the same as those for the United States series. The "" 
index of "prices paid by farmers" are used in this table because no more general index of building materials prices was '" 
available. 
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nation and were at a lower level in 1950 than those of the 
United States. 
(4) Conclusions. Iowa had less fluctuations in unit saies 
throughout the period described. Priorities apparently sus-
tained Iowa construction in 1943, 1944 and 1945. The high 
prices and low unit sales in Iowa in 1949 and 1950, compared 
with the United States, appear to reflect, at least in part, a 
decreased supply of building materials in the stateY 
SALES OF LUMBER YARDS IN RELATION TO TOTAL BUILDING' 
MATERIALS VOLUME 
Most sales of building materials made through retail 
establishments in Iowa in 1948 (86 percent) were made by 
retail lumber and building materials dealers, even though 
seven other types of retail or wholesale establishments 
handled such materials. (See table 3.) Assemblers of farm 
products included in table 3 are chiefly grain elevators which 
sold building materials as a sideline. To these seven, however, 
should be added building contractors, whose sales of materials 
were not recorded in the census, but who serve functionally 
as retailers for some of the building materials sold in Iowa.12 
Even though establishments which were primarily en-
gaged in some other kind of business sold, in total, only 
about $11.7 million worth of lumber and building materials 
in 1948, those which did sell such goods frequently did a 
sizeable share of their business in that type of commodity. 
This probably occurred where the establishment was in a 
small community or had a small trading area incapable of 
supporting two separate, specialized businesses, and where a 
fairly large percentage of total building materials sales in 
the trading area moved through this type of establishment. 
11 If the demand curve is negatively sloping and the supply curve, posi. 
tively sloping, and if actual prices equal equilbrium prices, it is unlikely 
that higher prices and lower unit sales will occur unless supply decreases. 
It is possible, however, that this particular change In price and quantity 
may also conceal an increase in demand. 
,. This is apparent from Iowa retail sales and use tax collections from build· 
ing contractors. Estimated sales made by contractors and subject to tax 
in the period 1938-50 ranged between a low of $4.5 million in 1938 and a 
. high of $23.8 million In 1948 and averaged 12.35 percent of retail sales by 
lumber and building materials dealers. (See Appendix A·3, table A·4.) 
Sales and use tax data do not, of course, indicate the trade channels for 
materials sold at retail by contractors. Some of these materials may have 
been purchased by contractors from lumber yards and then resold at reo 
tall by contractors to Ultimate consumers. Such materials were, however, 
much more likely to have been those used by contractors of commercial, 
industrial and public construction. Such contractors do a type of building 
and have a sufficient volume of business to make it mOre practical to deal 
directly with manufacturers Or wholesalers than with the retail lumber 
yard. This assumption is strongly suggested by the fact that of the $154 
million estimated sales of materials by contractors during the 1938-50 
period, $68 million involved the payment of sales tax and $86 million, the 
payment of use tax. . 
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COMMODITIES SOLD 
Lumber and building materials dealers in Iowa generally 
sold a wide variety of products, though not all dealers handled 
all the commodities included in table 4. (See also table 5.) 
Sales of lumber, flooring, plywood and millwork represented 
60.0 percent of the total sales of large and multiunit lumber 
yards in Iowa in 1948. (See table 4.) These data suggest that 
these establishments were literally building materials stores, 
handling a far greater variety of products than the term 
"lumber yard" would indicate . 
. If "building materials" is defined broadly to include lum~ 
ber, plywood, millwork, hardware, paint, glass and walI~ 
paper, sales of such products accounted for 84.5 percent of 
total sales of all large and multiunit establishments in 1948. 
(See table 4.) 13 This checks closely with estimates secured 
by interview from 87 Iowa lumber and materials dealers in 
1947 and 1948, for whom the median estimate was 84.4 per~ 
cent. (See table 5 and Appendix D.) Fuel, especially coal and 
coke, was by far the most important nonbuilding commodity 
sold. Several of the dealers interviewed believed that sales 
of coal as a percentage of total volume declined between 1939 
and 1949 because of the increased use of oil furnaces and 
especially because the prices of building materials rose more 
during that period than did the price of coal. This was con~ 
firmed by census data, whIch showed a drop in sales of coal, 
wood and fuel oil from 13.0 percent of total sales of lumber 
yards and building materials dealers in 1939 to 9.4 percent 
of total sales of lumber yards in 1948. 
While sales of nonbuilding items represented only 15 per-
cent of the total sales of all dealers in 1948, such items ac-
counted for a much higher percentage of the volume of those 
establishments which sold them. These goods were doubtless 
sold in order to spread some of the fixed costs of the estab-
lishment over a larger volume of transactions. 
The availability of physical facilities for storing coal, 
wood, and fuel oil (Le., relatively low marginal costs result-
ing from their addition) and the fact that wholesale and 
retail buying practices for such goods are similar to those 
for building materials were probably important factors which 
induced lumber yards to supplement their building materials 
with these goods. The peak in building materials sales comes 
at a different season than does the peak in fuel sales, and 
>., The corresponding percentage for 1939, based on a commodity coverage of 
86.3 percent, was 84.4. United States Census of Business: 1939, Vol. I, 
Pt. 2, p. 429. . 
·.cABLE 3. ESTBIATED SALES OF LU::I-IBER AND BUILDING }\IATERIALS BY VARIOUS KINDS OF BUSINESSES IN 
IOWA, 1948. 
~~-
Estimated sales of merchandise line t 
Total As percent-
As percent-
As percent- age of esti-Kind of buslness* . sales Merchandise line·· age of total age of total mated total (add 000) sales of sales of all Amount sales of lum-
those stores stores in (add 000) ber and 
selling it that kind of building business materials 
Lumber yards $158,439 Lumber, flooring, plywood, 
building materials 
78.6 78.6 $124,457 85.5 
Building materials dealers 12,064 Building materials, lumber 78.8 78.8 9,503 6.5 
Hardware stores 81,376 Building materials 5.2 2.0 1,628 1.1 
Hay, grain, feed stores 123,110 Building materials, hardware, 
paint, electrical supplies 
19.7 4.3 5,326 3.7 
Dry goods, general 
merchandise stores 
64,017 Building materials, electrical 
supplies, hardware 
15.3 2.4 1,514 1.0 
Other farm, garden 23,346 Building materials, hardware, 5.3 1.4 321 0.2 
supply stores paint, electrical supplies 
General stores 14,706 Building materials, electrical 
supplies, hardware 
6.1 1.5 217 0.2 
Assemblers of farm prod- 938,606 Lumber (rough, dressed, 8.8 0.4 2,682 1.8 
ucts (raw materials) finished) 
Total U,415,664 52.8 10.3 $140.648 100.0 
~----
"" 
"'" 00 
• All of these are retail businesses except "assemblers of farm products," which are wholesale businesses . 
•• These merchandise lines are not identical from one kin" of business to another, because comparable classifications were 
not used in thc census. The greatest discrepancy lies in the inclusion of hardware, paint and electrical supplies for four 
kinds of businesses. Correetion for this was not attempted because of lack of data and because total merchandise line sales 
for three of these kinds of businesses were relatively small. Another diserepancy lies in the fact that a given category was 
not neccssarily defined uniformly for different kinds of businesses nor for different stores within one kind of business. See 
United States Census of Business: 1948, Retail Trade, Merchandise Lines Sales of Lumber, Building, Hardware Group, 
Bulletin No. 2·R·22, Appendix, p. l. 
t These figures are estimated from data reported by most large stores (sales of $100,000 or more) and multiunits in Iowa 
and from data reported by approximately 10 percent of the small single unit stores in the West North Central DivisIon (North 
Dakota, South Dakota, Nebraska, Kansas, Minnesota, Iowa.' :\UssourI). 
Commodity coverage, which is the total sales of large stores and multiunits in Iowa which reported sales analysis as a 
perccntage of total sales of all stores in that kind of business, was as follows: lumber yards, 90.1 percent; buildihg mate-
rials dealers, 83.5 percent; hardware stores, 50.6 percent; hay, grain, feed stores, 84.0 percent; dry goods, general merchandise 
stores, 80.8 percent; other farm, garden supply stores, 88.1 percent; general stores, 56.0 percent. Commodity coverage of 
sales by assemblers of farm products in the 'Vest North Central Division was 99.0 percent. Sales analysis percentages for 
reporting large stores and mul tiunits were applied to totals for nonreporting large stores. Divisional small store sales 
analysis percentages were applied to state totals for small stores. Data for these three categories of stores were then com· 
bined to arrive at a total for that kind of business. Data for assemblers of farm products were derived from the census 
of wholesale trade and represent the application of divisional sales analysis percentages to state totals. 
Because of the assumptions, adjustments and sampling errors in the method described, the dollar and percentage figures 
in thcse four columns are only estimates. 
Source: United States Census of Busines,,: 1948, Retail '.rrade, Merchandise Line Sales of Miscellaneous Kinds of Busi-
ness, Bulletin No. 2-H-24; ;'.Ierchandi"e Line Sales of Lumber, Building, Hardware Group, Bulletin No. 2-R-22; Merchandise 
Line Sales of G'eneral ;'.lerchandise Group, General Stores, Bulletin No. 2-R-18; "'holesale Trade: Iowa, Bulletin No. l-'V-14, 
Commodity Line Sales, Bulletin No. 2-'V-13. 
.... 
Coo> 
"" 
TABLE 4. MERCHANDISE LINES SOLD BY IOWA RETAIL LU:\1BER YARDS, 1948. 
Percentage of stores selling certain merchandise lines and merchandise line sales of large and multiunit retail lumber stores 
in Iowa and of a sample of small single unit stores in the West North Central Division as a percentage of total sales of all 
stores. 
~--
- --- ---------
Sample of small 
Large stores and multiunits in Iowa· single unit stores in West North 
Central Division·· 
Merchandise line Sales of merchandise line Sales of 
Percentage of As percentage of merchandise line 
stores selling total sales of· As percentage as percentage of 
merchandise line those stores of total sales total sales of all 
selling it of all stores stores 
.. 
Total 100.0 -- 100.0 100.0 
~oftwood lumu..,r 99.1 43.9 43.3 47.5 
Hardwood Illmuer (exclUdes hardwood flooring) 56.1 3.1 1.8 3.5 
Hardwood flooring 77.8 2.7 2.1 3.6 
Plywood 77.8 3.1 2,5 2.0 
Other lumber products (includes millwork) 85.3 12.0 10.3 8.8 
Building materials (excludes lumuer products) 90.8 20.8 18.6 13.0 
Hardware 82.7 4.6 3.7 6.5 
Paint, glass, wallpaper 81.8 2.9 2.2 4.0 
Hay, grain, feed, farm and garden supplies 5.0 17.4 1.2 0.5 
Farm equipment, implements, machinery 6.5 10.9 0.8 0.2 
Coal, wood, fuel oil 66.0 15.1 9.4 6.6 
:Major household appliances 4.7 4.3 0.2 0.3 
Housewares (include electric) 4.7 1.7 0.1 P Furniture, other home furnishings 1.1 0.5 t 
Heating, plumbing, air-conditioning equipment 2.2 6.6 0.2 0.1 
Lighting, electrical supplies 1.8 1.0 t t 
Other sales tt tt 3.6 3.3 
• Stores which reported accounted for 82.5 percent of all stores and for 95.6 percent of all large stores and multiunits. Sales 
of reporting stores were 90.1 percent of total sales of all stores and 94.9 percent of total sales of large stores and mUltiunits . 
•• Based on reports from approximately 10 percent of all small single unit stores. West North Central Division includes 
North Dakota, South Dakota, Nebraska, Kansas, Minncsota, Iowa and Missouri. 
t Less than 0.05 percent. 
tt Data not available. 
Source: United States Census of Business: 1948, Retail Trade, Merchandise Line Sales of Lumber, Building, Hardware 
Group, Bulletin No. 2-R-22, pp. 22.07 and 22.14_ 
t-:> 
... 
o 
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TABLE 5. BUILDING MATERIALS S.\LES· AS AN ESTDIATED PER-
CENTAGE OF TOTAL SALES OF 87 IOWA RE'l.'AIL LUMBER 
AND BUILDING MATERIALS DEALERS," 1947 AND 1~48. 
Building materials sales as a per-
centage of total sales 
100 
90·99 
80-89 
70·79 
60-69 
50-59 
Total 
Number of 
establishments 
24t 
9 
19 
21 
13 
1 
87 
• Includes sales of such items as lumber, flooring, rOOfing, wallboard, mill-
work, brick and tile, cement, builder's hardware, paint, glass, fencing; ex-
cludes such things as coal or coke, fuel 011, farm implements, heating and 
plumbing equipment and grain, feed, or other farm supplies . 
•• Excludes reports from eight dealers whose sales of building materials 
represented less than 50 percent of total volume. 
t Forty-two percent of these 24 were located in towns of 10,000 or more 
population, while only 14 percent of the 87 dealers reporting werc located 
in towns of that size. 
Source: Interviews with managers of retail lumber and building ma-
terials establishments. 
this helps dovetail physical inventories and investment in 
inventories. It is probable that where a community's sales 
volume for these commodities was sufficient to support a 
specialized establishment, such goods would less likely be 
sold by lumber and building materials dealers. 
In addition to commodities, retail lumber yards in Iowa 
also sold certain services, though there were many differences 
among establishments in the nature and amount of services 
rendered as an adjunct to commodities sold. The most im-
portant were building services, which ranged from the offer-
ing of plans to the taking of a complete contract for a 
structure.H 
II. INTERDEALER RELATIONSHIPS AND 
COMPETITION 
How effectively the firms of an industry meet the needs 
of consumers depends in part upon the structure of the in-
dustry's market. Although concepts of competition and of 
degrees of competition in general economic theory are still 
in a somewhat unsatisfactory state for empirical research, 
certain characteristics of the structure and behavior of firms 
are recognized as significantly related to the kind of com-
petition which exists in an industry_ Six of these character-
"See p. 270, where the various kinds of services are classified along with 
other forms of non price competition. 
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istics of the Iowa retail lumber industry are described below 
for what insight they may offer into the competitive struc-
ture of lumber retailing in the stateP In view of fragmentary 
information on certain aspects of the industry, conclusions 
regardi.ng the kind of competition must necessarily be 
tentative. 
SIZE DISTRIBUTION OF ESTABLISHMENTS 
The average retail lumber and building materials yard 
in Iowa had sales of $49,000 in 1939 and about $152,000 in 
1948. (See table 1.)' Sales per establishment in 1948 were 
about $65,000 in 1939 dollars, or about 33 percent greater 
than in 1939. (See table 2.) 
Over half of the -yards had sales of $100,000 or more 
during 1948, and these accounted for more than 80 percent 
of total lumber yard and building materials sales in the state. 
(See table 6.) Increases in both prices and unit volume 
account for the change after 1939, when only about 10 per-
cent of the independent yards had sales of this amount, ac-
counting for more than one-third of total independent sales.IO 
TABLE 6. STORES AND SALES OF RETAIL LUMBER YARDS AND 
BUILDING MATERIALS DEALERS IN IOWA CLASSIFIED 
ACCORDING TO SALES VOLU~IE OF STORE, 1948. 
Number Total Average Percent- Percent-Sales volume age of age of 
of store of sales sales per total total. stores (add 000) store stores sales 
$300,000 and over 103 $50,888 $494,058 9.2 29.9 
100,000·299,999 529 88,183 166,698 47.1 51.7 
50,000· 99,999 307 22,918 74,651 27.3 13.4 
30,000- 49,999 82 3,312 40,390 7.3 2.0 
20,000- 29,999 22 549 24,965 2.0 0.3 
10,000- 19,999 22 331 15,045 1.9 0.2 
5,000- 9,999 6 47 7,833 0.5 • 
Less than 5,000 3 12 4,000 0.3 • 
Not operated all year 49 4,263 87,000 4.4 2.5 
Total 1,123 $170,503 $151,828 100.0 100.0 
• Less than 0.05 percent. 
Source: United States Census of Business: 1948, Retail Trade, Sales 
Size, Bulletin No. 2·R·2, p. 2.38. 
Compared with other kinds of retail businesses, the aver-
age Iowa lumber yard is not a "small" establishment; for its 
1ll Some of these characteristics are identical with ones Included In Clark's 
list of minimum factors which determine the character of competition in 
any particular Industry. Others deviate from his particular classification 
because of the nature of the information available. Not alI of the con· 
dltions enumerated by Clark could be included because of lack of data, and 
those chosen for this study are primarlIy structural characteristics rather 
than operational characteristics. J. :\1. Clark, Toward a Concept of 'Vork-
able Competition, A:nerican Economic Review, Vol. XXX, No.2, Pt. 1 
(June, 1940), pp. 243·244. 
10 United States Census of Business: 1939, Vol. I, Pt. 2, pp. 756·757, 846. 
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sales are almost twice the sales of the average retail store 
in the United States in 1948. Nor does one find, even with 
some "inequality" in distribution of sales among establish-
ments, the wide range in volume of sales that exists in many 
kinds of businesses. But there are differences in volume of 
sales, for the top 9 percent in table 6 had sales which were 
three or more times as great per establishment as the bottom 
39 percent of establishments. A crucial factor in this size 
distribution is the degree to which there is or is not market 
domination by the larger establishments. Some light is 
thrown on this question by other measures of market 
structure which are discussed below. 
MULTIPLE-YARD FIRMS . 
Perhaps more important than the size distribution of 
establishments is the size distribution of firms, for policies 
are largely made within the organization of the firm rather 
than of the establishment. The largest retail lumber firms 
in Iowa are those which own a line of yards.17 The status, 
structure and certain operating practices and policies of these 
firms must be understood in order that the importance of 
line companies in the retailing of lumber in Iowa may be 
established. 
THE NU:\lBER AND SALES VOLU:\IE OF LI~E ESTABLISH:\IENTS 
Table 7 shows the percentage distribution of lumber and 
building materials stores and sales between independents 
and chains in Iowa between 1935 and 1948. Chains are de-
fined in this table as multi units of four or more stores. In-
dependents were the more important in both numbers and 
sales, and they increased their sales position markedly be-
tween 1939 and 1948. Additional detail for 1948 shows that 
single-unit yards accounted for slightly less than half of 
total sales, while yards owned by ll-or-more-yard firms 
accounted for nearly one-third of the state's sales. The 
average single-unit yard was larger than the average multi-
unit yard, and the more yards there were in the firm, the 
smaller were the average sales per yard. (See table 8.) 
Tables 9 and 10 show somewhat similar tabulations for all 
dealers in lumber and building materials in Iowa irrespective 
of whether lumber or building materials represented a 
majority of their sales. 
" People In the lumher business use the term "Une" ~'arcls instead of "chain" 
yards, "multiple" yards or "mUltiunit" yards. These terms ure nil syn-
onymous and are used interchangeably in this discussion. They imply central 
ownership and central management of two or more similar establishments 
by one firm. 
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TABLE 7. SALES AND STORES OF INDEPENDENTS AND CHAINS AS 
A PERCENTAGE OF TOTAL SALES AND STORES OF RETAIL 
LUMBER AND BUILDING :\IATERIALS DEALERS 
IN IOWA, 1935, 1939 AND 1948. • 
Sales I Stores 
Type of operation I I 
\ 
I 
1948 I 1939 I 1935 1948 1939 I 1935 
I I I I 
I I I I 
Percentage of sales Percentage of stores 
I 
I I I I 
Independents 61.7 I 56.1 I 57.3 56.3 I 54.0 I 54.3 I I I 
Chains 38.3 I 43.9 I 42.7 43.7 I 46.0 I 45.7 
I I I I I Total I 100.0 I 100.0 I 100.0 100.0 I 100.0 100.0 
.. In this table, multiunits of four or more stores are classified as chains; 
single units and two- or three-store units are classified as independents in 
order to make census categories comparable for all three years. Other 
types, primarily farmer cooperatives, were classified in the census as a 
third category in 1935 and 1939. These are included in this table as in-
dependents since no comparable category was used in the 1948 census. Such 
stores accounted for 0.2 percent of total sales in 1935 and for 2.6 percent 
in 1939. 
Source: United States Census of Business: 1935, Retail Distribution, 
Vol. IV, p. 76; United States Census of Business: 1939, Vol. I, Pt. I, p. 
223: and United States Census of Business: 1948, Retail Trade, Single 
Units and Multiunits, Bulletin No. 2-R-3, p. 3.18. 
CHAIN STRUCTURE 18 
The distribution of line yards among firms of various 
sizes is revealed in tables 8 and 10.19 While the average 
multiple-yard firm operating in Iowa had 5.6 yards in the 
state, about 20 to 25 percent of all line yards were owned 
by firms which had fewer than four yards in the state. The 
largest chain owned 4.5 percent of the state's total, and 
nearly one-third of all yards were owned by 15 firms. How-
ever, concentration of control in lumber retailing in terms of 
dollar volume was slightly less than in terms of number of 
establishments. 
Whether a chain organization affects the policies and 
practices of the local lumber yard depends upon how much 
control is exercised by the parent firm over the local yard. 
As an indication of such control, the division of responsi-
bility between the head office and a few local line establish-
18 The discussion in this and the following sections of reasons for the o"rgani-
zation of lumber chains and limitations of such chains is based upon our 
knowledge of chain firm structure and practices in general and upon peculi-
arities of retail lumber chains which were detected in the course of a sur-
vey among retail lumber establishments in Iowa. Factual and explanatory 
Information from this latter source is, in general, not treated statisticallY 
In this section for the following reasons: (1) the securing of such informa-
tion was not the primary objective of the survey; (2) responses to ques-
tions on this subject were not secured from all respondents; (3) informa-
tion relevant to chain structure was often Incidental to a respondent's dis-
cussion of other questions; and (4) this section is intended merely to sug-
gest relevant factors but not to weight them by frequency of occurrence. 
See Appendix D for a discussion of field survey methods and a copy of the 
questionnaire. 
1JI There are slight classification differences between tables 8 and 10. See 
especially footnote *, table 9, which also applies to table 10, and footnotes 
* and n, table 10. 
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TABLE 8. SALES AND STORES OF RETAIL LUMBER FIRMS IN IOWA 
CLASSIFIED ACCORDING TO NUMBER OF STORES 
IN THE FIRM, 1948. 
Number Sales Average Percent- Percent-Number of stores in of (add sales age age firm stores 000) per of total of total store stores sales 
Single unit 504 $83,2'53 $165.185 44.9 48.8 
Multiunits 619 $87,250 $140.953 55.1 51.2 
2-3 store units 128 $21.952 $171.500 11.4 12.9 
4-10 store units 90 12.751 141.678 8.0 7.5 
11 or more store units 401 52,547 131.040 35.7 30.8 
Total 1.123 $170,503 $151.828 100.0 100.0 
Source: United States Census of Business: 1948, Retail Trade. Single 
.Units and l\Iultiunits, Bulletin No. 2-R-3. p. 3.18. 
TABLE 9. NUMBER OF CHAIN. INDEPENDENT AND COOPERATIVE 
RETAIL BUILDING :\[ATERIALS DEALERS IN IOWA, 1947.· 
Type of operation Number of Percentage of yards total 
Chain 678 59.1 
Independent 389 33.9 
Cooperative SO 7.0 
Total 1.147 100.0 
* These data are based on the claSSIfication of lumber and building mate-
rials dealers published by the Iowa Retail Lumbermen's Association. This 
list includes all dealers who were known to handle lumber and building ma-
terials, even though lumber and building materials may have represented a 
small part of the dealer's total volume, while In the census, a business 
establishment is classified as a lumber yard or building materials establish. 
ment only If a majority of its sales are lumber or building materials. In 
the figures above, many of the cooperative yards especially were primarily 
dealers in grain and only secondarily dealers in bullding materials. Also, 
the table above lists as chains all multiunits, Including 172 two· and three. 
unit yards. These two facts should be considered when comparing this 
table with tables 7 and 8. 
Source: ;:';orthwestern Blue Book, 1947 (Minneapolis: Northwestern 
Lumbermen's Association, 1947) 
TABLE 10. NU:'IrBER OF CHAIN RETAIL LUMBER FIRMS OPERATING 
VARIOUS NU:\rBERS OF YARDS IN IOWA. 1947 .• 
Number of yards Number of Total number of Percentage of 
per firm firms yards total yards in Iowa 
50 and over 1 52 4.6 
25-49 5 159 13.9 
10-24 9 150 13.1 
4-9 25 145 12.6 
1···3 82 172 15.0 
Total 122 I 678 59.1 
• These data Include only the number of yards whIch each firm operated In 
Iowa. Many multiple-yard firms with branches in Iowa also operated yards 
in other states and were, therefore, much larger than figures in this table 
would Indicate . 
•• Includes 14 yards owned by multiple-yard firms which operated only one 
yard In Iowa. 
Source: Northwestern Blue Book, 1947 C:\Hnneapolls: Northwestern Lum-
bermen's Association, 1947). 
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ments in Iowa was determined for two important retailing 
fUnctions: (1) buying and (2) resale pricing. 
Three general types of practices were found in the allo-
cation of buying responsibility between local yards and the 
head office. The least frequent practice was for local yards 
to do all or most of their own buying. This occurred where 
the interest of the head office in the local yard appeared to 
be one primarily of financial investment20 or where the yard 
was located at considerable distance from the head office.!!! 
The second and third types of buying were much more 
common for line firms. The second type was the sharing of 
buying responsibility by the local yard and the head office. 
Under this arrangement, it was customary for the head office 
to have its purchases of lumber and any other items 
bought in carload lots on yard requisitions,22 while the local 
yard assumed buying responsibility for those goods purchased 
in less-than-carload quantities. In one case, certain items 
were purchased by the local yard because it was located 
closer to the source of supply than was the head. office. An-
other yard reported the imposition of a $500 limit on local 
purchases, and still another indicated that the head office 
received a discount on all purchases made by local yards 
through salesmen of certain manufacturing and wholesale 
firms with which it had agreements. 
A third type of buying arrangement was the allocation 
of all buying responsibility to the head office. A technique 
sometimes used in this connection was the shipment of mer-
chandise in carload lots either to the head office or to some 
central point and its dispersion from there to local yards in 
less-than-carload lots. Such items as lumber and coal, of 
course, are generally bought in carload lots by the local yard 
and can be shipped more economically directly to the. yard 
from the point of wholesale supply. 
Where central buying is used, three operating advantages 
may result. One is the possibility of lower prices (or better 
quality in relation to a given price) because of quantity dis-
counts or because of the greater skill and market knowledge 
~'" For example, two of the four firms with ~ix yards each in the state and 
three of the 47 firms with two yards each in the state were definitely 
identified as ones in which local yard" hought directly from wholesalers 
and manufacturers. From intclTiew" with local managers and from the 
Iowa Lumber and Building :II ate rials nealer:;: Director,' and Buying 
Guide (Des "'Ioines: Iowa Retail Lumhermen's .\ssoeiation, 1949). It is 
llrohahle that this practice was aiso followed by certain other firms not 
so identified hy tho directory nor included in the small sample of inter· 
views. 
"' One such case was identified h;' interview. 
!!2 An exception: one dealer rC/lorted that the head office sometimes sent mer-
chandise to him without hi" requisition, and he helieved that this imposed 
an undue hurden on him .. 
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of specialized buyers. Another is that central buying makes 
possible more effective integration of wholesaling and retail~ 
ing and manufacturing, where the parent organization also 
controls lumber mills. A third reason for the practice is that 
central buying may be used as a technique for control of 
establishments within the firm. If the parent organization 
receives all requisitions, places all orders and pays all ac~ 
counts, it is possible to achieve considerable control over the 
affairs of each establishment and also to effect greater 
standardization in operating methods and policies. 
About 9 out of every 10 line yards reporting on resale 
pricing indicated that the local yard was given some control 
over its selling prices.23 Sometimes this was achieved by 
giving the local manager merely a suggested resale price or, 
more often, a maximum and minimum within which he might 
determine his resale price. One reason for this practice is 
the differences in freight costs to different yards, while an~ 
other is the desirability of allowing the local yard sufficient 
flexibility to meet prices of competitive establishments. In a 
few cases, however, it was reported that the head office 
maintained complete control over prices charged by local 
yards. 
While the local manager is generally given enough free-
dom in buying and resale pricing to enable each yard to ac~ 
commodate itself to local market conditions, it appears that in 
Iowa, most managerial functions are centralized in the head 
office of most multiple-yard firms. This is a typical chain 
store characteristic. Exceptions to the pattern do exist, how-
ever, and such exceptions are probably more common in 
lumber chains than in other types of retail chains. 
FACTORS IX THE DEVELOP:\IEXT OF RET AIL LU:\!BER CHAIXS 
At least five factors appear to be related to the growth 
of retail lumber chains in Iowa. 
1. Vertical integration. Vertical integration of retail-
ing, wholesaling, and/or manufacturing functions sometimes 
makes possible certain operating economies. Lower costs of 
selling and buying may result from fewer and less frequent 
contacts, lower invoicing costs, economies of better organized 
transportation, reduced expenditures for demand creation 
and less duplication of selling and buying activities. There 
.3 Tlti ... is similar to the llolic~' of certain sectional and national retail food 
chain ... , which have found it necesHary to give eaell warehouse unit aceI" 
tain amount of freedom in setting Ilrices at the retail level in order that 
differences in competition in different trading areas might be taken into 
account. See Charles F. Phill!)lS. Price Policie" of Food Chains, Harvard 
Business Review, Vol. XIX, ::\'0. 3 (SIlI'ing, 1941), Il)), 377·388, 
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may also be a reduction in risk and uncertainty resulting 
from more complete communication between units of the 
integrated firm as well as from more complete managerial 
control and integrated planning. It is also possible for 
management to control the rate at which goods flow through 
all levels of the trade channel, thereby assuring the operation 
of each establishment closer to its optimum capacity. 
2. Horizontal integration. Buying advantages result-
ing from horizontal integration may be economies of quantity 
purchases and the efficiency of skilled buyers. Operating ex-
penses are often lower for the horizontally integrated chain24 
because of standardized operating methods; the sharing of 
costs in the performance of facilitating functions, such as 
credit extension; coordinated plans for the delivery of 
.. A comparison of operating expenses as a percentage of net sales in 1947 
for single unit and multiple unit retail lumber establishments in Kansas. 
Missouri, Oklahoma and Arkansas reveals certain important differences be-
tween the two: 
Item Single unit :'ITultiple unit 
Number of yards reporting 75 125 
Net sales 100.00% 100.00% 
Cost of merchandise sold 73.88 74.88 
--- ---Gross margin 26.12 25.12 
'Vages and salaries 9.67 9.09 
Advertising .59 .45 
Traveling expenses .49 .13 
Delivery .78 .54 
Telephone and telegraph .18 .15 
Utilities .18 .18 
Maintenance and repair .44 .39 
Supplies .37 .23 
Rental .47 .18 
Taxes .85 .62 
Insurance .57 .33 
Depreciation .63 .61 
Losses from bad debts .40 .34 
Dues. subscriptions, contributions .28 .13 
Interest .24 1.56 
:\Iiscellaneous expense .64 .61 
--- ---
Total expense 15.62 11.70 
--- ---
Net profit or loss 10.50 13.42 
Miscellaneous other inconle 1.07 .48 
It is significant that only interest showed a higher ratio for multiple unit 
yards than for independent yards, with the total expense ratio for chains 
markedly lower than for independents. A part of this difference may have 
been due to the larger inventories of mul Uple unit yards and to the fact 
that most Independent yards were unincorporated and utilized less borrowed 
funds than chains. Paul 'V. Briley, The Cost of Doing Business: Operating 
Results in 1947 of Retail Lumber Yards in Kansas, Missouri. Oklahoma, and 
Arkansas, Bureau of Business ResearCh, University of Kansas (Lawrence. 
Kansas: University of Kansas, n.d.). 
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centrally purchased merchandise to the yard; and lower costs 
of yard management.25 (See table 11.) 
TABLE 11. OPERATJXG EXPENSES OF INDEPENDENT; CHAIN AND 
OTHER LUMBER AND BUILDING )'IATERIALS 
DEALERS IN IOWA, 1935. 
O})erating expenses' 
Type of Number of Sales As operation stores (add 000) Amount 
(add 000) percentage of sales 
Total 1.126 $37,278 $6,244 16.7 
.-
Independents 609 $21,267 $3,629 17.1 
Chains 515 15,930 2,608 16.4 
Other types" 2 81 7 8.6 
• Includmg payroll and salaries of executives of corporations but excluding 
compensation for proprietors and firm members of unincorporated husi-
nesses . 
•• Include direct selling, farmer and consumer cooperatives, and mail order 
houses. 
Source: United States Census of Business: 193~, Retail Distribution 
Vol. IV, p. 76. 
. 3. Capital funds. The high average investment per 
yard compared with wholesale and other retail establish-
ments2G and the specialized knowledge required in such an 
enterprise probably account in part for the use of earnings 
from such businesses for added investment in the industry. 
The fact that many chains have grown by the purchase of 
independent establishments is evidence of this type of ex-
pansion. 
4. Reduced competition. It is sometimes more profit-
able to acquire ownership of a competing establishment than 
to compete on the basis of prices or services, although there 
is no evidence of the extent to which this mayor may not 
have been a factor in the development of lumber chains in 
Iowa . 
., Management salaries as a percentage of net sales were much lower for 
chain and multiple yard companies than for independents in both the 
United States as a whole and the 'Vest Central Area during 1936-39 and 
1945. This may have reflected the wcalter bargaining power of the chain 
manager who lacks acces>; to capital for investment in an independent firm; 
the greater promotional opportunities in the chain and the lower reserva-
tion price of management associated with that opportunity; or the more 
highly standardized operating methods of the chain establishment and the 
lower quality of management which could be used. United States Office 
of Price Admlnstration, Office of Temporary Controls, Economic Data 
Analysi" Branch, Survey of Retail Lumber Dealers, '''holes'lle Stock )'IilI-
work Distributors, and Plumbing and Heating Equipment Johhers and 
Dealers: Summary of ).Iark·ups and Operating Data for Various Periods, 
1936-19·16, OPA Economic Data Series No. 16 ('\Yashington: Government 
Printing Office, 1947). 
"" See footnote 60. 
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5. Geographic structure of the industry. The size of 
the average retail lumber sale, the importance of trans· 
portation costs and the broad geographic scattering of cus· 
tomers have caused selling areas to be small and the retail 
lumber yards in Iowa to be numerous and widely scattered.27 
Therefore, when a single establishment has reached its 
optimum size in a locality which offers little opportunity for 
increased sales, further growth of the firm can best be 
achieved by establishing or acquiring a branch in another 
community. 
LDHTATIONS ON THE GROWTH OF RETAIL LU:MBER CHAINS 
Even though chains are an important part of the retail 
lumber business in Iowa, they have not succeeded in driving 
out the independent. Their relative importance did, in fact, 
decline between 1929 and 1948. At least four factors have 
. served as limitations on their growth. 
1. Vertical integration. Economies of vertical inte· 
gration depend upon the structure of costs for each function 
performed in relation to volume of output and for all func· 
tions combined. Expanding sales may make increased speciali. 
zation more economical than integration in the performance 
of vertically related functions thereby limiting the extent to 
which vertical integration may be carried out economically.28 
2. Horizontal integration. At some point, the increase 
in size of purchases associated with horizontal integration 
will no longer yield lower costs. The point of optimum size 
of. order, as measured, for instance, by unit delivered cost, 
can perhaps be achieved by purchases of carload lots which, 
in lumber retailing, are as practical for independents as for 
chains.29 . 
3. Management. Managerial inefficiencies associated 
with the lumber chain arise when the increased cost of intra· 
firm coordination through management is greater than the 
decreased cost of interfirm coordination through the market, 
2T See pp. 251-263 • 
.. See George J. Stigler, The DIvision of Labor Is Limited by the Extent 
of the :\larket. Journal of Political Economy. Vol. LIX. No. 3 (June, 
1961), pp. 186-193, especially pp. 189-193. where. the forces encouraging 
or discouraging vertical integration are discussed, and the proposition that 
expanding industries experience vertical disintegration. while contracting 
industries experience vertical Integration Is developed. His discussion sug-
gests that the historical development of integration In the lumber Indus-
try might be a fruitfUl area for study . 
.. The rullng proposed by the Federal Trade Commission that a carload be 
the maximum quantity for which quantity discounts may be granted on 
rubber tires and tubes reflects a comparable interpretation in another com-
modity area. See How Big Can a Discount Be? Business 'Veek. No. 1049 
. (October 8. 1949), p. 21. 
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when standardization of policy and operating methods re-
sults in inflexibility on the part of anyone establishment, 
and when a lower level of managerial motivation exists 
in the line yard. 
4. Shortages of materials. Increased demand and build-
ing materials shortages during the war and postwar periods 
probably worked against the chain if the profitability of 
lumber retailing increased sufficiently to enable more non-
integrated independents to survive,30 and if the opportunities 
for self-employment or for other employment caused the 
chains to lose more managers than did the independents.31 
To the extent that these four forces have operated in 
the Iowa retail lumber market, they have offset some of the 
advantages of line yards and limited their growth relative to 
that of independents. 
GEOGRAPHIC DISTRIBUTION OF ESTABLISHMENTS AND SALES 
THE LOCATION OF ESTABLISHMENTS 
1. Description. In July, 1947, there was on an average 
at least one lumber yard every eight miles in Iowa, or one 
for each 67 square miles.32 Table 12 and fig. 3 indicate the 
general geographic distribution of these establishments. Over 
half were in towns of less than 1,000 population, and nearly 
three-fourths, in towns of less than 2,500 population, in-
dicating that the typical lumber yard was a small-town busi-
ness. Nearly all towns of 1,000 or more population and three-
fourths of all incorporated towns of less than 1,000 population 
had at least one lumber yard. 
Figure 3 shows the wide distribution of this kind of 
business among the various counties of the state. Polk 
County, with the largest number of establishments, had 
only 2.6 percent of the state's total number . 
.. Profit rates almost dOUbled between the late 1930's and 1945. Appendix 
B, table B·S. 
81 Retail food chains experienced a similar decline relative to independents 
during the war period. although the reasons do not appear to have been 
exactly the same in the two cases. Independents of both groups probably 
had greater customer loyalty during the period of shortages and less price 
comparisons. But before the war, food chains had a higher rate of stock 
turn than did Independents, which meant that independents were able to 
increase their volume of sales for a while by reducing their inventories. 
This WOUld. in turn, increase their share of total volume. See Chains Stage 
a Comeback, Business 'Veek, No. 908 (Jan. 25, 1947), pp. 55-56, 58. This 
was not true of chains and independents in lumber retailing, however; for 
independents generally had a higher stock turn than did chains, both before 
and after the war. See Appendix B, table B·5: and Paul 'V. Briley, op. 
cit., p. 20. 
82 This estimate of average distance is based upon the following data: 
(Continued on next page) 
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2. Determining factors. How many lumber yards there 
are and where they are located are the result of the calcu-
lations made by owners between anticipated revenue and 
costs. Logically, no yard will be established nor remain in 
existence in the long-run unless it yields, or promises to 
yield, a return on investment regarded by its owners as the 
minimum necessary to justify the initial investment or con-
tinued operation. This decision will be influenced by the rate 
of return in alternative investments and by liquidity prefer-
ence, i.e., the extent to which people desire to keep savings 
in cash or in a form which can easily be converted into cash. 
Nor will a yard in the long-run be located at a particular 
locality unless it yields, or promises to yield, a return at 
least as great as at another locality. In the short-run, of 
course, deviations from these logical standards may exist. 
The period of adjustment in lumber retailing may be longer 
than for most retail establishments because of a higher than 
average investment and the probability of a higher than 
average loss from rapid withdrawal from the industry.ss De-
viations may also be the result of noneconomic forces. 
The characteristics of various localities may affect both 
-sales and costs and thereby alter willingness to invest and, 
hence, the geographic structure of the industry. The demand 
for the services of lumber yards will vary geographically ac-
cording to consumer demand and, especially in Iowa, accord-
ing to the demand in a given locality for materials for farm 
service and other business buildings. This fact accounts in 
part for the wide scattering of retail lumber establishments 
in Iowa. (See fig. 3.) It also probably accounts for differences 
D. (Continued) -
(1) Number of Retail Lumber Yards and Building Materials Dealers 
Per Place in Iowa, 1947. 
Xumber of yards Number of Total number 
per place places of yards 
1 626 626 
2 159 318 
3 25 75 
4 13 52 
5 5 25 
8 1 8 
9 1 9 
10 2 20 
14 1 14 
Total 833 1,147 
Source: Northwestern Lumbermen's Association. Northwestern Blue 
Book (i\linneapol1s: Northwestern Lumbermen's Association, 1947). 
(2) In 1940. there Were 55,986 square miles of land area in Iowa. 
(United States Census: 1940, Population, Vol. I, p. 18.) 
(3) Each town with one or more yards served, on an average', 67 
square miles. Therefore, there would be, on an average, at least one yard 
every eight mlles. 
"" This results from both the size of the average investment and the ollgopo-
listie character of the market. 
TABLE 12. NU:\lBER 01:0' LU:\IBERYARDS IN IO,VA TOW","S OF VARIOUS POPULATION SIZES, 1951. 
","umber I ~umber Percentage of Percentage of l'er~entage of 
,of of places incorporated Number of l'ollula tion Popula tion, 1950 incorporated with lumber places with lumber yards total (add 000) total 
places yards lumber yards lumber yards popula tion 
100,000 and over 1 1 10U.O 15 1.3 17S 6.S 
25,000-99,999 12 12 100.0 85 7.2 566 21.6 
10,000-24,999 10 10 100.0 36 3.1 153 5.8 
5,OOG- 9,999 28 28 100.0 S!l 7.0 181 6.9 
2,500- 4,999 42 41 97,6 100 8.5 152 ii.S 
1,000- 2,499 129 124 96.1 206 17.4 195 7.5 
Less than 1,000 
I' 
712 5:\:\ 74.9 579 49.0 273 lOA 
Unincorporated - 76 - 77 6.5 923 35.2 
Total n4 I 825 80.2' 1.181 100.0 2.621 100.0 
• Percentage of total incorjJorated places. 
Source: Iowa Directory and Buyers' Guide, July, 1951 (Des Moines: Iowa Retail Lumbermen's ASSOCiation, 1951): and 
United States Bureau of the Census, 1950 Census of Population, Advance Reports, Population of Iowa: April 1, 1950, Series 
PC-S, No. 14. 
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in the number of establishments in various counties; e.g., 
between counties of northwestern Iowa and those of south 
central Iowa, where income per farm is below the statewide 
average, and where the rate of farm dwelling vacancies is 
above the statewide average. 
Because of the physical bulk of many building materials, 
one of the principal supply factors determining the geo-
graphic structure of the industry is transportation costs.S-I 
Purchases from the retail yard are generally made in less-
than-carload lots. Therefore, the most economical combi-
natIon of incoming and outgoing freight rates for a com-
modity such as lumber can best be achieved by locating a 
yard as near as possible to a group of retail customers whose 
volume of purchases is sufficiently great to justify the pur-
chase of lumber in carload lots by the retail establishment. 
This is one of the principal supply factors accounting for the 
large number of lumber yards in Iowa compared with other 
states and for the wide scattering of such yards about the 
state. 
The influence of transportation upon the geographic 
structure of lumber retailing is felt not only through mileage 
and carload costs, but also through the location and inter-
line relationships of the physical facilities of railroads and 
through the geographic characteristics of rate structures.35 
Other supply factors . entering into location decisions 
are costs (excluding incoming transportation) of merchan-
.. For lumber this is highest between manufacturer and retailer or whole· 
saler. A Federal Trade Commission study of marketing costs for lumber 
manufacturers shows that the manufacturer's outward transportation to 
the next buyer in the trade channel for lumber selling at retail for $100 
averaged $3.93 on sales direct to retailers and $9.77 on sales to independent 
wholesalers. United States Federal Trade Commission. Report of the Fed-
eral Trade Commission on Distribution Methods and Costs. Part III, Build-
Ing Materials - Lumber, Paints and Varnisljes, and Portland Cement (Washington: Government Printing Office, 1944), p. 5. 
IS The influence of the physical and rate structures of the railroad system 
upon Iowa retall lumber businesses was indicated by two facts reported by 
managers of retail lumber establishments In the state. The first was an 
explanation given by one manager for an unusually large selling area 
which extended approximately twice as far to the northwest as to the 
southeast. The reason stated was the absence of any railroad and, hence, 
lumber yard, for a distance of approximately 25 mlles (by county roads) 
in the northwestern portion of the yard's selling area. 
Evidence of the Importance of the rate structure In operating practices 
of the retail lumber business was found in the geographic differences 
which eXisted in the sale of yellow pine from the South_ All of the 103 
dealers throughout the state reporting on this factor indicated a preference 
for western or Canadian lumber, primarily because of Its characteristics (easier to work with, is ·not hard or brittle, does not bend or warp, with-
stands exposure to weather better, etc.)_ Those whose sales of southern 
pine represented 10 percent or more of total lumber sates, however. were 
concentrated In the southern part of the state in that area which had 
lower freight rates on lumber shipped from the South than did zones in 
northern Iowa. Thirty-three percent of the 42 yards reporting from this 
southern area Indicated that 10 percent or more of their purchases of lum-
ber in 1947-48 Were southern pine, while only 8 percent of the 61 yards 
reporting from the area north of this breaking point in freight rates re-
ported that an equally large share of their total purchases were southern 
pine .. 
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dise, which are probably little affected by location within a 
state, and total operating costs, which may be affected by 
geographic characteristics of such costs as wages, rent and 
taxes. Operating costs may have another peculiarly strong 
but indirect influence upon number of yards and, hence, upon 
location. To the extent that average and marginal costs vary 
with volume of sales, there will be an optimum size of es-
tablishment and an optimum number of establishments for 
a given volume of retail purchases, and such purchases will 
show different degrees of geographic concentration over the 
state. . 
Some of these various supply factors are closely related 
to the size of the trading area serviced by a particular yard. 
SELLING' AREAS OF ESTABLISHMENTS 
Managers of 107 retail lumber yards in Iowa indicated the 
area from which most of their customers were drawn prior 
to World War II and stated what they believed were the 
principal factors determining the contour of their selling 
areas.so These findings were supplemented by similar trading 
area data secured by the Iowa State Planning Board during 
1935 and 1936 for 26 Iowa counties37 and by the Bureau of 
Business and Economic Research of the State University of 
Iowa during 1950 and 1951 for 12 Iowa towns.ss From this 
information it is possible to determine the average radius 
of selling areas, principal characteristics of area contours, 
and the factors which dealers regard as most important in 
determining the shape of their selling areas. 
86 Three prinCipal factors leave doubt as to the validity of interviews with 
retail managers as a techniQue of securing data for delineating selling 
areas: (1) because sales by an establishment vary in volume throughout 
any given area, it is difficult to describe area depth as easlly as area 
limits; (2) even a carefully phrased question will not necessarily elimi-
nate differences among managers in their previous conception of a "pri-
mary" selling area; and (3) the delineation is based upon the manager's 
memory. '.rhe method is useful, however, especially if its results are com-
bined with those of other methods. 
ST The following mimeographed publications of the Iowa State Planning 
Board, Committee on Business and Industry, contain the findings of these 
studies: Business Survey of Northwest Iowa, Project 1041 (1935); Retail 
Trading Areas in Buchanan, Delaware, Benton, and Linn Counties, Series 
I, No. 3 (July, 1935): Retail Trading Areas in Calhoun, Humboldt, Poca-
hontas, and Webster Counties, Series I, No, 4 (August, 1935); Retail Trad-
Ing Areas in Cedar, Louisa, :Muscatine, an<l Scott Counties, Series I, No, 6 
(April, 1936); Retail Trading Areas in Cerro Gordo, Hancock, 'Winnebago, 
and 'North Counties, Series I, No, 5 (August, 1935); Retail Trading Areas 
·In Henry, Des :\1olnes, and Lee Counties, Series I, No.7 (June, 1936); ~nd 
Retail Trading Areas in Pottawattamle, Harrison, and Shelby Counties, 
Series I, No.2 (June, 1935). The method used in these earlier studies was 
to interview farm customers and determine where they generally purchased 
various kinds of goods, including lumher and cement. Breaking points be-
tween towns were determined bv Interviewing one farm family at each 
mile on Important roads radiating from a trading center. Discrete areas 
were delineated. Only rarely were overlappings Indicated. 
as State UniverSity of Iowa, Bureau of Business and Economic ResearCh, Re-
tail Trade Area Analysis - 11 Southwest Iowa Towns (Iowa City: State 
University of Iowa, 1950); and Retail Trading Area Analysis - Osage 
(Iowa City: State University of Iowa, 1951). 
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1. The limits of selling areas. The average retail lum-
ber dealer reported a selling area with a radius of approxi-
mately 10 miles.30 (See table 13.) In general, the larger the 
town in which the yard was located, the larger was' the 
average area,40 but the size of the area did not increase in 
direct proportion to the size of the town. 
TABLE 13. THE IIIlNBIU:I[, :lIAXDfU:lf, AND AVERAGE RADIUS' OF 
RETAIL SELLING AREAS IN :lIILES REPORTED BY 107 RETAIL 
LU:l1BER AND BUILDING :lIATERIALS DEALERS I", IOWA, CLASSI. 
FIED.BY 1940 POPULA'l'ION OF TOW"" 1947 AND 1948. 
, .. ~ 
Population Number of Radius in miles 
of town IU~~~~li~~dS :lIinimum" AVeraget :lIaxlmum" 
25.000 and over 7tt 10 50 25.6 
10.000 to 25,000 4 6 15 11.4 
5,000 to 10,000 6 3 25 12.0 
2,500 to 5,000 12 3 30 11.0 
1.000 to 2,500 21 3 25 9.8 
500 to 1,000 25 4 25 8.8 
Less than 500 32 2 15 7.2 
Total 107 1-' , n 1 
• Use of the word "radius" does not necessarily imply a circular area. Of 
the 107 dealers reporting, however, 54 did report a circular area . 
• - ":Minimum" refers to the shortest distance reported in one direction bv 
anyone yard and "maximum" to the greatest distance reported in one di· 
rection by anyone yard. 
t Average radius computed as total oC all reported radii In miles divided by 
number of reported radii. 
tt Omitting one dealer who reported area as "very small" and sales to 
farmers as "very little." 
Source: Interviews with managers of retail lumber and building mate· 
rials establishments. 
Selling areas identified in 1935-36 for lumber and cement 
generally coincided rather closely with those for groceries 
but were of larger average size than those for groceries in 
towns of less than 1,000 population. (See table 14,) 
30 This average is slightly greater than that based on customer. interviews 
in other lumber trading area studics. (See tables 14 and 15.) This is 
partly because discrete arcas were delineated in the studies based on cus· 
tomer interviews, while area overlappings were obviously implicit in the 
maximum areas delineated by yard managers. Delineation on the basis 
of discrete areas results in the classification of a particular farmer as the 
customer of the yard in the town in which he generally purchases (or last 
purchased) lumber and other building materials rather than as the cus-
tomer of both yards in two competing towns, in the second of which he 
may sometimes make purchaf'cs . 
• 0 Yards in towns of 5,000 to 10,000 population, however, reported areas 
slightly larger than those of yards in towns of 10,000 to 25,000 population. 
However, this sample was very small. 
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TABLE 14. AVERAGE MAXIMU:.\1 EXTENSION IN :.\fILES OF TRADING 
AREAS FOR THREE GROUPS OF CO:\DIODITIES IN ]'OUR 
NORTHWESTERN row A COUNTIES, BY SIZE 
OF TOWNS, 1935. 
Population of Lumber and Groceries Drugs and trading center cement medicines 
(miles) (miles) (miles) 
Less than 500 5.3 4.7 5.0 
500-999 5.9 5.8 6.0 
1,000-1,499 7.1 7.5 7.3 
1,500-3,500 8.0 9.6 9.7 
Total 6.4 6.5 6.7 
Sourc,,: Iowa State Planning Board, Business Survey of Northwest Iowa, 
Project 1()41 (N.p.: Iowa State Planning Board, 1935), pp. 3-4. (Mimeo-
graphed.) 
Most dealers reported a marked increase in the size of 
lumber areas during the war and postwar period. This ap-
pears to have resulted from shortages of materials and an 
increased demand for building materials associated with in-
creased income. The consensus of opinion among dealers was 
that prewar areas would be re-established as soon as adequate 
materials were available to all yards, although one dealer 
believed that certain farmers had become acquainted with 
new retail outlets during this period and would not neces-
sarily revert to the patronage of the nearest yard. 
TABLE 15. THE AVERAGE NUMBER OF MILES TRAVELED BY FARM 
FAMILIES TO PURCHASE LUMBER AND BUILDING 
MATERIALS AS REVEALED IN FOUR STUDIES 
Date of 
study 
1929 
1932 
1935 
1939 
OF BUYING PRACTICES, 1929-39. 
Average nUm-
ber of miles 
5.0 
4.6 
3.4 
6.4* 
Source 
Jean F. Carroll, Study of Farm Trading 
Areas, National Association of Teachers of 
Marketing Bulletin, Series No. 1 (January, 
1929), p. 5. 
Fred 1\1. Jones, A Survey of a Retail Trad-
ing Area, University of llllnois Bulletin, Vol. 
XXX, No. 10, Bureau of Business Research, 
Bulletin No. 44 (Urbana: UniversIty of Ill!-
nols, 1932), p. 24. 
Paul D, Converse, Analysis of Retail Trad-
ing Areas, National Marketing Review, Vol. 
I, No.4 (Spring, 1936), p. 321. 
Perham C. Nahl, Application of the Interview 
l'rlethod to a Trading Area Survey of Still-
water, Oklahoma. Oklahoma Agricultural 
and Mechanical College, School of Commerce, 
Market Research Study No. 2 (St!l1water: 
Okla. Agricultural and Mechanical College, 
1939), p. 38. (Mimeographed.) 
"Median: 9.1 miles. 
Source: Perham C. Nahl, Retail Trading Area Analysis-A Description 
and Evaluation of Delineation Techniques, Doctoral dissertation (Berkeley: 
University of California, College of Commerce, 1940), p. 115. (Unpublished.) 
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2. Determining factors. Table 16 summarizes dealers' 
opinions as to conditions determining the contour and depth 
of selling areas. The accessibility of the yard to the cus-
tomer; the bulkiness of building materials, which makes 
their cost of transportation high; and the methods of build-
ing construction, which may necessitate the picking up of 
additional items to complete a structure, were the principal 
reasons for the tremendous importance of geographic factors. 
While most dealers indicated that farm customers generally 
sought the yard nearest them, at least two dealers inter-
preted distance as a supply factor- i.e., they regarded an 
economical delivery area for the lumber yard as the important 
factor in determining the limits of the yard's selling area.41 
The condition of roads was mentioned by managers of those 
yards whose nearest competitive yards were accessible by 
better roads. And, of course, those, yards near a natural 
barrier, such as a river, generally had reduced areas in that 
direction.42 . 
Of the nongeographic factors included in table 16, one 
which bears significantly upon the competitive structure is 
the unwillingness expressed by four dealers to sell goods to 
or solicit business from customers residing in the selling 
area of another yard. This policy was found to exist in two 
forms: (1) a single establishment would not solicit business 
beyond "its" territory; and (2) an agreement existed be-
tween establishments in two towns not to accept business 
from customers in each other's town.43 
U In this connection, of 65 dealers reporting on the use of f.o.b., the yard, 
or delivered prices, three-fourths used delivered price quotations. 
Prices quoted Number of yards Percentage of yards 
F. o. b., the yard 18 28 
Delivered 47* 72 
Total reporting 65 100 
'Including five establishments using both pricing bases: one-delivered 
prices in trading area only, f.o.b., the yard, beyond trading area; four-
delivered prices for large quantities, f. o. b., the yard, for small quantities. 
This would indicate that most yards provided delivery services for most 
purchases, with all or a part of the cost borne indirectly by customers of 
the establishment. Others provided delivery only on the basis of a charge 
per load or per mile. The volume of sales of the establishment would de-
termine the desirability of the yard's owning a truck rather than hiring 
this service, and the practices of competitive yards would affect the pric-
ing practice of a particular yard . 
.. All but one yard manager interviewed in towns of Iowa along the Missouri 
and l\Ussissippi Rivers reported little or no sales to customers residing 
across the river. One etabllsi)ment, however, located very near a bridge, 
reported that the bulk of its farm customers were drawn from across the 
river . 
.. Two statements are representative of the first type. "'Ve think It's good 
business not to step into the area of a competitor, just as we wouldn't want 
him to come over in our area." (The term "our area" was further defined 
as that area closer to the yard of the responding manager than to the com-
peting yard.) Also, "Each dealer tries to keep In his own area. 'Ve don't 
refuse to sell to anyone who comes in. but we don't solicit business from 
other areas." The second type of policy was described as. follows: "'Ve 
(Continued on next page) 
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TABLE 16. FACTORS MENTIONED BY 98 LU:.\IBER DEALERS AS DE-
TER:.\rINING THE SELLING AREAS OF RETAIL LU:\II3ER 
YARDS IN IOWA, 1947 AND 1948; 
Factor Number of times mentioned· 
Geographic conditions 
Distance** 
Roads 
Total 
Price, qualit~- of merchandise, services 
Pricet 
Services 
Inventory 
Quality of merchandise 
Personality of dealer 
Total 
Community center 
Trade centerti 
County seat 
'Where farmer sells his merchandise 
Church 
Total 
Yard policy 
CompeU tive policy:!: 
Promotional policy 
Total 
Others 
Loyalty of cooperative members 
Total 
Total 
83 
8 
12 
10 
9 
2 
2 
5 
5 
2 
1 
4 
3 
2 
91 
35 
13 
7 
2 
148 
'Since some dealers reported more than one factor, the total in this column 
is greater than the total number of dealers reporting. 
··Usually mentioned as "farmer usually goes to the nearest yard." Two 
dealers, however, referred to the economical delivery range for the lumber 
yard. 
tUsually mentioned as "farmer buys where he can get the lowest price." One 
yard included here rated price as of doubtful importance, however_ 
ttOne dealer referred to size of town, which was interpreted as falling into 
this category_ 
:l:Not to solicit business in a competitor's territory. 
. Source: Interviews with managers of retail lumber and building mate-
rials establishments. 
GEOGRAPHIC DISTRIBUTION OF SALES 
Detailed sales data by counties are not reported for lum-
ber and building materials establishments in most counties, 
but available census figures for 1948 indicate that: H 
43 (Contin'led) _ 
have a gentlemen's agreement with yards in [nel1rby town] not to go into 
their territory. 'Ve use the half-way line between the two towns as a 
breaking point. If a customer from [nearby town] comes in for quotations 
and is lmilding in [nearby town], we cal! up the dealers in [nearby town] 
and tell them it's in their territory. Then we work out some kind of ar-
rangement with them [the other dealers]." 
"Four different categories are used by the Census Bureau in reporting sales 
by retail lumber yards. These and the sub-categories included in each are 
as follows: (1) lumber-building-hardware group {lumber yards; building 
materials dealers; paint, glass, wallpaper stores; heating and plumbing 
(Continued on next page) 
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(1) Des Moines and Sioux City together accounted for 
8.7 percent of the state's total sales of lumber and building 
materials dealers combined.45 
(2) Des Moines, Sioux City, Cedar Rapids, Davenport, 
Waterloo, Dubuque and Council Bluffs accounted for 20.8 
percent of total lumber-building sales in the state. 
(3) Twelve counties accounted for 35.9 percent of total 
sales of the lumber-building group.46 (See table 17.) 
TABLE 17. NU;\rBER 0:[,' ESTAI3LISHMENTS AND SALES OF RETAIL 
LU;\lBER-BUILDING GROUP' IN CERTAIN COUXTIES 
AND CITIES" OF IOWA, 1948. 
I ~umber I xumbel'l County of Sales City of Sales estaillish- (Add 000) estalJlish- (Add 000) 
ments ment~ I 
I I I Polk 64 I $12,943 De:; Moines 47 I $10,511 
I 
I I 
"'oodbury 60 I 10,391 Sioux City 41 I 9,034 
I I 
Linn 54 I 8,089 Cedar Rapids 30 I 5.S99 
I ! Scott , 39 I 8,053 Davenport 28 I 5,700 
Black Hawl, I 
53 I 7,156 'Vaterloo 32 I 5,031 
I I Dubuque I 31 5,705 Dubuque 22 I 4,480 I I 
'Vebster 
I 
38 I 5,040 - - I -
I I 
Clinton 31 I 4,879 - - I -
I 
I I 
l'ottawattamie 43 I 4,426 Council Bluffs 
I 
~- I 2,992 
-. I I 
Cerro Gordo I 29 I 3,889 - - I -, I 
Lee 20 I 2,111 - - I -
I I I 
'Vapell/) 1 24 I 2,036 - - I -
I I Total 
I 
486 I $75,318 227 I $43,64i 
I I Percentage I I I 
of state I I 
total 25.2 I 35.9 11.8 I 20.8 
'Includes data for lumber yards; lJullding materials dealers; paint, glass, 
wallpaper stores; heating and plumbing equipment dealers: and electrical 
sUPllly stores. Excludes data for hardware stores and farm equipment 
dealers. 
"Detailed data were published only for those counties ot· cities with a 
number of establishments sufficient to avoid disclosure of figures for in-
di vidual businesses. 
Source: United States Census of Business: 1948, Retail Trade, Iowa, 
Bulletin No. 1-R-H . 
.. (Continued)-
equipment dealers; electrical supply stores; hardware stores; farm equip. 
ment dealers); (2) lumher, building grOUJl (same as alJove hut excluding 
hardware and farm equipment dealers); (3) lumlJer ~'ards, building mato-
rials dealers; and (4) lumber yards. United States Census of Business: 
1948, Retail Trade, Iowa, nulletin No. l-R-14 . 
•. , Iowa $170.5 million 
Des :Moines 7.1 milHon 
Sioux City 7.7 million 
'0 State sales for this group totaled $209.6· million, which was $3[1.1 million 
greater than sales of lumber and building materials dealers alone. 
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From these facts it would appear that there was 
far more geographic concentration of lumber yards when 
measured by sales than by establishments, with about one-
tenth of the state's sales in two cities and one-fifth in seven 
cities. There also appears to have been considerable variation 
in the size of lumber yards in various counties. One would 
expect these differences to be associated with variations in 
volume of construction. 
SIGNIFICANCE OF THE GEOGRAPHIC STRUCTURE 
The Iowa retail lumber market is characterized, first, by 
a very broad geographic distribution of a large number of 
lumber yards. This appears to be due to the wide scattering 
of agricultural population and income and to the cost struc-
ture of retail lumber establishments. Second, there is a 
much greater geographic concentration of building materials 
sales than of lumber yards. Differences among counties and 
cities in volume of sales probably reflect differences in build-
ing volume, with some inaccuracies due to purchases of 
building materials from out-of-town or out-of-county es-
tablishments. Third, the selling area of the typical retail 
lumber yard is small. There is some overlapping of these 
trading areas between yards in competing towns, but there 
is doubtless a greater tendency for farmers to buy from the 
yard nearest their farm. It seems reasonable to assume that 
the average farmer in Iowa will make his lumber and build-
ing materials purchases within a radius of 6 to 10 miles of his 
farmY 
Because the number of yards within this radius is 'likely 
not to be large, and because increased distance probably re-
duces the effectiveness of competition between sellers, it 
would appear that the average farmer in Iowa buys his build-
ing materials in an oligopolistic market-i.e., one in which 
there are relatively few sellers, all of whom are aware 
of their mutual influence. Yet there is one aspect of this 
type of market structure which may result in conditions that 
are far less oligopolistic than the structure of the average 
market suggests. This is the overlapping of areas, which 
produces a chain of markets rather than discrete areas. 
Assume that there are three lumber yards in a geo-
graphic line. The selling area of A overlaps the area of B, 
<7 Since buying areas arc the complement of selling areas, it is assumed 
that selling area distances reflect buying area distances. This would not 
be true, of course, to the extent that different yards have different num· 
bers of customers. The average yard's selling area is computed bv giv-
ing equal weight to each yard's reported radius. The average farmer's 
buying area should be computed by giving equal weight to each farmer's 
reported area radius. 
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and B's area overlaps C's. A has a cost advantage over B in 
the area closest to A, but. that advantage diminishes, and ulti-
mately becomes negative, as distance from A increases in 
the direction of B. The same applies with respect to Band C. 
The result of this overlapping is that although area A and 
area C do not touch at all, the policies of A and C will affect 
each other. The reason is that B competes with both A and 
C, and A's influence on B is transmitted to C by way of B's 
influence on C. and vice versa.48 Assume that farmers are 
sufficiently well informed4!> and willing to shift their patron-
age to a more distant yard if terms or conditions of purchase 
are more favorable there. Under these circumstances, even 
if farmers generally buy building materials at the nearest 
yard, producing discrete market areas, a chain of markets is 
established which greatly increases the number of firms 
which influence the actions of a single firm.50 
While these chain relationships among Iowa retail lumber 
markets modify to a considerable extent the ability of a 
particular establishment to dominate or influence a particular 
market, it would appear doubtful that this characteristic is 
sufficient to alter the basically oligopolistic structure of the 
retail lumber markets in most areas of Iowa. This would be 
true particularly in those cases where a gentlemen's agree-
ment restricted the selling area. 
COOPERATIVE RELATIONSHIPS AMONG ESTABLISHMENTS 
The 10giGal objective of cooperation among retail lumber 
firms or establishments is to secure greater gains or smaller 
losses than those anticipated from independent action. Such 
action mayor may not be in the consumer's interest. 
METHODS OF COOPERATION 
Cooperation between business establishments (and firms) 
may take one of three general forms: (1) the establishment 
of agreements regarding operating policies or practices in 
the market; (2) the sharing of certain costs; and (3) group 
efforts to influence public policy as it affects the cooperating 
firms. 
1. Agreements on operating policies or practices. The 
nature of agreements between firms will depend upon the 
.8 Sec Horace Secrist, The 'Videning Retail Market and Consumers' Buying 
Habits, Bureau of Business Research, Northwestern University, Business 
Studies (Chicago: A. 'V. Shaw Company, 1926), where this concept of trans· 
mittecl competition is cleveloped more fully . 
•• See p. 269. 
M See Julia Hood and B. S. Yamey, Imperfect Competition in Retail Trades, 
Economlca, New Series, Vol. XVIII, No. 70 (:llay, 1951), pp. 119-137, 
where this aspect of market structure is discussed. 
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objective sought and the technique best able to accomplish 
that objective. It may include agreement upon prices and 
terms of sale, the division of customers (by geographic area 
or other classification), the quantity to be produced, the 
quality of goods to be offered and the quantity and quality 
of services to be offered as an adjunct to sales. 
2. Sharing costs. This can be accomplished by such 
means as joint buying; joint delivery; joint ownership of a 
facilitating firm for the extension of credit to customers; 
the exchange of operating and market information; .coopera-
tive advertising; and cooperatively financed research. Any 
business activity financed jointly by several establishments 
to reduce the cost per establishment would fall into this 
category. 
3. Influencing public policy. This activity is directed 
toward the government's positive role as a participant in 
business and its regulatory function of determining what 
will be accepted forms of business organization and busi-
ness behavior. Where there are joint efforts to shape public 
policy, not only are the costs of those efforts borne jointly, 
but the effectiveness of the activity is greatly enhanced by 
the number of firms involved. Among the forms which this 
type of activity may take are lobbying, industry-wide ad-
vertising and participation in local and national election 
campaigns. 
FORMS OF ORGANIZATION 
There are at least three principal forms of organization 
through which the cooperative activities described above are 
carried out by retail lumber yards in Iowa. Arranged in order 
of increasing formality of organization, these are: (1) in-
formal agreements among dealers to cooperate in certain 
policies or practices; (2) trade associations; and (3) the line-
or multiple-yard firm. Evidences of the nature of the first 
two of these are commented upon below; the third is treated 
elsewhere in this study.51 
1. Informal agreements. There is no clear and con-
clusive evidence of informal agreements among Iowa retail 
lumber dealers. Several dealers, however, mentioned two 
practices which in some cases might be associated with in-
formal or tacit agreements. One of these was the informal 
exchange of price information among competing yards.;;2 Its 
51 See pp. 243-251. 
5. TY]lical comments were: (1) "::\10st of the dealers around here are pretty 
friendly, and we tell each other what we fharge. 'Ve don't fix ]lrices, but 
we exchange information." (2) "I wouldn t hesitate to call another dealer 
U]l and ask him what he's getting for a certain item." (3) "\Ve have a 
little association of the dealers in four counties, and we meet once every 
three months. It's a sort of friendly get together. but We make a point 
of finding out what other yards are charging for certain things." 
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effect depends upon whether the exchange of information in-
creased price competition or whether it resulted in price 
agreements. Another practice was the unwillingness of 
certain retailers to solicit customers from beyond the yard's 
"regular" selling area. Representatives of four establish-
ments said that they either would not solicit or would not 
accept customers who resided in a competitor's territory,53 
and another dealer indicated concern over the large number 
of customers he secured from another town. 54 
2. Trade associa,tions. According to the January, 1949, 
,Buyers' Guide and Directory of Iowa Lumber and Building 
Materials Dealers,55 81.7 percent of all lumber and building 
materials dealers in Iowa were members of the Iowa Retail 
Lumbermen's Association with headquarters in Des Moines.56 
The Iowa association is affiliated with the Northwestern 
Lumbermen's Association of Minneapolis, a district associ-
ation serving Minnesota, Iowa, North Dakota and South 
Dakota. 
The Iowa association is further divided into 11 districts 
and 34 county groups, comprised of one to four counties 
each,57 which hold meetings at frequent intervals. Members 
of the association are retail lumber and building materials 
establishments or yards rather than firms, although some 
line yard headquarters, without yards, also maintain member-
ship. 
Activities of the association fall into three categories: 
(1) making available certain services to dealers at lower 
unit cost than would be possible if such dealers provided 
these services independently (e.g., traffic service, archi-
tectural and planning facilities and collection of delinquent 
accounts); (2) providing advice and information through 
field service, meetings, and pUblications (e.g., on legal, ac-
counting, and merchandising problems) ; and (3) maintain-
ing a Washington office and legislative committee for watch-
ing legislation and acting in the interest of members. No 
attempt was made in this study to determine the extent to 
which these services were utilized or their effect upon operat-
ing practices of member yards. 
FREEDOM OF ENTRY 
The ease with which enterprisers can enter or leave an 
industry affects the ability of the industry to adjust itself 
53 See footnote 43, p. 259, for quotations which illustrate this polic~· . 
.. "I was getting a lot of customers from [another town]. I knew there 
was a lumber yard there; so I went over to see them about It." 
C5 Des Moines: Iowa Retail Lumbermen's Association, 1949 . 
.. Names of members are starred: others are not. This percentage is baHed 
upon a count of the total members and nonmembers as listed. 
57 Iowa News Flashes, Vol. XV, No. 10 (August, 1949), p. 7. 
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to changing market conditions. The amount of capital re-
quired; the availability of capital, labor and management; 
legal, professional or industry-imposed restrictions on or 
encouragement to entry; the nature and amount of capital 
goods required for operation; the relative importance of fixed 
and variable costs; and the rigidity or flexibility of consumer 
demand "for the services of a particular establishment are 
some of the factors which affect the ease with which the in-
dividual firms can expand or contract their operations and 
the ease with which new firms can, in the process of long-run 
adjustment, enter or leave the industry. 
National rates for entry and exit of firms in the retail 
lumber industry are summarized below as suggestive of the 
amount of freedom that exists for this type of adjustment 
in the industry. Only tentative conclusions can be drawn 
from these data, however; for actual rates must be compared 
with some standard or ideal rate before they can be properly 
interpreted.5s 
Entry, exit and transfer rates for retail lumber firms as 
a whole in the United States and for other major industry 
groups are shown in table 18 for 1944 through 1948. These 
data cover firms rather than establishments. Discontinued 
firms are those which closed or failed and do not include 
those sold and operated under new ownership. Rates of dis-
continuance for retail lumber establishments were lower than 
for all industries in each year, were lower than for retail 
firms in two of the five years (1945 and 1948) and were 
lower than for wholesale firms in two of the five years (1947 
and 1948). 
In each of the three postwar years, 1946-48, entry rates 
were far higher for retail lumber and building materials firms 
than for either of the other three industry groups shown. 
This may have partly resulted from the highly attractive 
building market during these years. The significance of these 
data lies in the implication that retail lumber and building 
materials firms can be increased in number if market con-
ditions warrant an increase. There is no conclusive evidence 
here that freedom of entry exists, but the evidence suggests 
it. 
Business transfer data for retail lumber and building 
materials dealers were reported only for 1944 and 1945. 
Such rates were lower for retail lumber and building ma-
terials firms than for any of the other three major in-
u8 Actual mteH might he higher or lower than that which woull! effect 
equilibrium in the industry accuratel~· and most rapidly. 
TABLE lR. THE TOT.\L :\,U;\lflli:lt OF FIRl\IS AND THE :\'Ul\lBER AND RATE PER 1,000 FIR:\IS OF NEW, DISCO;\l-
TINlJIcD, AND TIL\NSFERHF.D FIR:\!S IN ALL I)(DtJSTRIES AND IN ·WHOLESALF., RETAIL AND 
RETAil. Lll)IBEm AND BUILDING :\IATERL\LS INDUSTHIES IN THE U)(TTED STATES, 1944-48. 
_. 
:\'umhf'r in thousand,; Rate per thousand firms in operation Sept. 30 
Tndustt'Y and claHsiti.eation 
of preceding year 
of' finn:.:: 1 I 1 1 I I 1 1 
1!IH 1 1!l4fi 1 1946 1 1947 1 1948 1944 I 1!l4fi 1 1 !).!6 I 1947 1 1948 
I I 1 1 I I 1 1 
--_. ---_. 
Hetail IUlllht't' and huilding I I I I i I I I nlateriah; I I I I I , I 
Total tirm" S.'pt. ~O prp- 1 I 1 1 : I 1 I 
ceding year 25.S I 25.S 1 27.0 1 32.5 I 36.2 -- I -- I -- 1 -- , --
Ne,v tirrns 1.4 1 3.3 
\ 
7.2 I 5,!) 1 4.7 54 I 133 1 267 169 I 130 
Discontinued firms 1.5 1 1.3 1.7 1 2.2 I 1.3* 5S I 50 1 63 68 1 72** 
Transferred firm", l.l I 1.3 1 -- I -- 1 -- 43 I 50 I -- -- 1 --
Ali retail I I 1 I I I I 
Total firms S"pt. 3 0 l)re- , I I 1 1 1 I 1 
ceding yea,' 1,375.9 11,406.0 , 1,470.8 11,611.7 11,692.2 -- I -- , -- -- I --
New firms 127.3 I 150.2 1 216.3 I 169.2 I 139.9 93 1 107 I 147 105 I 83 Discontinued firmH 7S.1 75.6 I 79.1 I 102.8 142.3 57 1 54 1 54 64 I 84 Transferred firJnst 155.2 1 196.7 I -- -- I -- 113 1 140 I -- -- I --
.\11 wholeHale I I 1 1 1 I j 
Total firms Sept. 30 Jlre- 1 1 1 I 1 I I 
ceding year 139.3 1 149.1 1 162.6 I 187.3 I 199.2 -- I -- I -- -- 1 --'Xe\\~ firnlH 1 S.:; I 22.3 I 31.9 23.3 I 18.3 133 1 150 196 124 I 92 DiHcontinucd firnl,s 6.5 7.3 8.9 13.2 16.0 47 I 49 I iJ5 1 70 80 'l'ranst"erl"ed tlrm"t 10.5 13.9 1 -- I -- I -- 75 I 93 1 -- 1 -- --
,\1\ industries I I I 1 i I 1 I 
Total firms Sept. 30 ]Ire- I 1 1 1 1 I 1 I I ceding Yl'ar I 3,003.5 1 3,!O2.1 13,303.0 13,711.0 13,928.1 -- I -- I -- -- 1 --
Ne\v !inns I 354.S 429.~ 1 619.2 1 472.8 1 3\14.5 118 I 139 I 1S7 1 127 1 100 Discontinued tlrms ] ~)~.5 1 202.7 I 226.4 I 2!J loS I 370.S 66 I ti5 I 69 1 7!l I 94 
'Transferred finnHt 2S2.8 I 346.0 
-.l -=--=-1---==-1 _-=- 94 I 112 I -- I -- 1 --_ .. _- -
- -- -----
"First six months only. 
** Annual rate based on data for first six months only. 
t)(umher of transfers and numher of firms in operation on September 30 of the preceding year are possihly not comparahle. 
Hoth series are b,,,;ed on United States Department of Commerce stUdies. However, the number of transfers used in com-
puting" these rates were those reported by the department in 1946, while figures of total nUl{lher of firms in operation were 
hased on revised data llUhlished in 1949. It is prohable that re\'isiom; extended to COver transfers would result in transfer 
rates different from those included in this tahle, 
Source: Detty C. Churchill, He vised Estimates of the Business Population, 1929-1948, Survey of Current Bu"iness, Vol. 
29, No.6 (June, 1949), JlI). 19-24: and Donald \Y. Paden and Alice Xielsen, Hecent Trends in the Busines,; Population, Sur-
vey of Current Business, Vol. 26, No.5 (l\lay, 1946), jljl. 21-23. 
"" 
"" -J 
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dustrial groups listed in table 18. The transfer rate in each 
of these two years was nearly equal to the discontinuance 
rate for lumber and building materials retailers, while for 
the other three industrial categories, transfer rates were 
about 50 to 100 percent greater than discontinuance rates. 
A greater share of ownership adjustments in lumber retail-
ing during these two years combined were made by dis-
continuances than were made in the other· three industrial 
categories where transfers were of more importance. The 
brief period covered and a probable lack of comparability in 
basic data,59 however, prevent any valid conclusions from 
being drawn about transfer rates from these data. 
There are two factors which may act as deterrents to 
free entry for this form of enterprise. One is the amount of 
capital required for a new firm,oo and the other is the special-
ized nature of management required to merchandise building 
materials successfully. The situation in Iowa offers one 
peculiarity with respect to capital requirements. The im-
portance of chains in the state probably places such firms, 
because of their size and financial resources, in a far better 
position to establish new yards or to acquire existing es-
tablishments than it does the average independent business 
man. But chains declined in importance relative to inde-
pendents in Iowa between 1939 and 1948. (See table 7.) The 
fact that most chains in Iowa have expanded by acquiring 
ownership of existing establishments means that their 
growth has come through the transfer of ownership rather 
than through the establishment of new yards. 
The data presented here, although limited to the national 
picture, suggest that there is probably considerable freedom 
of entry in the retail lumber industry. This study does not 
prove, however, whether the industry has sufficient freedom 
of entry to protect consumer interests adequately. Nor does 
it show whether freedom of entry is too great, causing an 
uneconomic use of resources. 
PRICE AND NONPRICE COMPETITION 
It is reasonable to suppose that competition between 
.., See footnote t, table 18. 
00 In this connection, it is interesting to note that the average retail dealer 
in building materials, hardware and farm Implements starting operations 
In the United States during 1945·47 had an initial Investment of Slightly 
more than $25,000. This was higher than for the average wholesale firm (approximately $22,000) or the average retail firm (approximately $9,500). 
Of this amount, approximately 24 percent was for plant; 18 percent for 
equipment; 32 percent, for Inventories; and 26 percent, for "other" uses. 
The sources of investment funds for this group of new retaiIers during 
this period were the following; personal saving, 54 percent; bank loans 
16 percent; capital stock, 11 percent; supplier credit, 4 percent; mortgag~ 
loans, 4 percent, and other sources," 11 percent. Lawrence Bridge Capi-
tal Requirements of New Trade Firms. Survey of Current Business, Vol. 
XXVIII, No. 12 (December, 1948), pp. 18-24. 
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lumber dealers during the period following World War II 
was keener in buying than in selling because of shortages 
of materials and an increased demand for materials. This 
was an unusual market situation, however; and this dis-
cussion deals only with competition between yards acting as 
sellers. The evidence secured in the survey among Iowa re-
tail lumber dealers indicates that both price and nonprice 
competition were utilized by them. Each type is used for 
certain reasons, and nonprice competition in particular takes 
several forms. 
PRICE ,CO:\IPETITION 
Price competion was reported by certain members of the 
industry to have been exceedingly ruthless at times. Fear of 
the consequences of price wars has resulted in the attitude 
among many people in lumber retailing that price competition 
is unethical, while nonprice competition is ethical. The con-
siderable sensitivity of the demand for'building materials to 
income changes, the existence of relatively few establish-
ments in the typical local market, and the possibility of un-
used capacity in the lumber establishment would encourage 
sellers to reduce prices during periods of decreased demand to 
the point where variable costs alone are covered. To prevent 
such a practice, certain segments of the industry have pub-
lished suggested mark-ups-an activity designed to improve 
management as well as to prevent price "cutting"-and have 
attempted to build up an attitude unfavorable to price wars. 
The rapidity with which prices are equalized among 
various establishments in a particular market depends 
partly upon the sources of price information for both sellers 
and buyers. Lumber dealers reported that they secured in-
formation on prices in the local market from four principal 
sources: customers, other dealers,ol salesmen and merchan-
dise control records.o:! The consumer's interest in methods 
by which dealers secure price information lies in rapid and 
accurate dissemination of such information and in the way 
it is used by each establishment. Market information for 
customers of the retail lumber yard depends upon the amount 
of comparison shopping by such customers and upon the 
amount of information made available to them by lumber 
dealers and by others familiar with the market. Lumber yard 
managers were almost unanimous in the opinion that 
farmers shop more widely before buying than do any other 
group of customers. 
61 See footnote 52, p, 264, 
02 A decrease in volume of RaleR was sometimes regarded as an indication of 
too high prices. Also a decrease in inventory turnover was sometimes In-
terpreted as due to too high prices, 
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NON PRICE COl\lPETITJON 
The product sold by retail lumber yards consists pri-
marily of building materials and certain services. Building 
materials lend themselves to standardization far better than 
do services, and the industry has adopted grade standards 
in such. things as lumber. Although product differentiation 
exists to some extent, nonprice competition in lumber re-
tailing has generally assumed some other form. Below are 
listed some of the principal forms of nonprice competition 
that appear in the retail lumber business in Iowa.u3 
FORlIIS o~, NOXl'RICE C01[l'ETlTW" 1:-. .LliMm;R RE'fAILlXG Ix IOWA 
1. Physic·l1 availability of goods 
a. Quantity of goods in stock 
b. Quality and variety of goods in stock 
c. Delivery 
d. Location of yard 
2. Quality of goods: product characteristics 
3. Building services 
a. Plans and speCifications 
b. Recommendations or aid in acquiring lJUilding labor 
and/or management 
c. Advice on financing 
d. Supervising construction not under contract 
e. Contracting complete structure 
4. Terms of payment 
a. Credit 
b.. Discounts 
5. Assumption of buyer's risks 
a. Contracting materials 
b. Permitting return of unused materials 
c. Quality guarantees 
6. Market information and persuasion 
a. Advertising 
b. Branding 
c. Trademarks 
Each of these forms of nonprice competition was found in 
at least one of the retail lumber establishments which were 
interviewed. 
THE HET,,\TIVE UIPOR'l'ANCE OF PRICE ,\ND NONPRICE 
COl\lPETTTION 
Competition among Iowa retail lumber establishments 
has manifested itself through both price and nonprice forms. 
While nonprice competition appears to have modified to some 
extent the degree of price competition, there are certain 
03This is a classification of husiness practices, man~' of which were identi-
fied in the course of the field survey hecauHe of their relevance to other 
aRI'ects of this study. For this reason, the list is not complete, nor is it 
hased upon any measurement of the frequency with which man\T of these 
practices occurred. It is Included primarily to show examples 0'( types of 
nonprice competition in the Iowa retail lumber llUHiness. • 
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peculiarities of the lumber market which support the con-
clusion that price remains as the principal form of com-
petition. These peculiarities include the high value of the· 
average purchase, the limited opportunities for concealed 
quality characteristics, the unimportance of emotional factors 
in the purchase of building materials, the importance of 
cyclical fluctuations in the demand for building materials 
and the possibility of unused capacity in the retail lumber 
establishment during certain periods of the business cycle. 
These are, in combination, important reasons for the retail 
lumber dealer's engaging in price competition. In fact, in 
certain circumstances price discrimination would be a logical 
short-run policy for the dealer to follow except for legal re-
strictions and long-run considerations. It seems reasonable 
to conclude~ therefore, that competition is primarily on the 
basis of price and only secondarily on the basis of nonprice 
factors.64 Nonprice factors would appear to become im-. 
portant when price differences between yards are. small.lll; 
Of the various forms of nonprice competition discovered in 
Iowa, building services-advice, plans, coordination and con-
tracting-would appear to offer the greatest possibilities 
for a significant difference between yards, for it is in this 
area that differences in managerial ability can readily mani-
fest themselves. In one sense, such services represent price 
rather than nonprice competition. This would be true where 
the customer is able to compare the total cost of acquiring 
building materials, labor and management from several 
sources with the cost of comparable services when acquired 
as a package through the lumber establishment. 
CONCLUSIONS ON INTERDEALER RELATIONSHIPS 
Certain characteristics of the structure of the retail 
lumber market in Iowa described in this section are the logical 
consequence of the characteristics of the product sold, of 
demand and of supply. . 
The products sold (primarily building materials) show 
considerable standardization, modified to the small extent 
0. "'hen asked to indicate the kinds of goods sold and the types of services 
rendered, two dealers remarked. ""'e tr~' to sell the same things and ren-
der the same services as any other yard." 
G'The manager of a line yard' In a town of 1,500 population gave the fol-
lowing answer to the Question, "'Vhat i" the most effective means ~-ou have 
found for competing with other ~'ards?" 
"The personality of the dealer is the mo~t important thing. If you are 
interested in your customers' problems, make yourself a lJart of the com-
munity, and live right, that's more important than annhing else in the 
success of a yard in a town of this "Ize. 'Ye'ye had yards In some towns, 
and they didn't do any good. Then we changed managers, and their sales 
went right up. The merchandise was the same, so it show" that personality 
is a factor. The )eople ma~' not haye liked. the dealer, or he may not have 
fitted into the comlllunlt~-_ Of course, Quality has to be right and so does 
the price." 
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that quality differences and brand names have become im-
portant market factors. Services rendered in connection 
with the sale of goods are far less standardized. The con-
siderable bulkiness of building materials and high costs of 
transportation also affect market practices. 
Demand factors are the wide geographic scattering of 
customers and the localization of building activities, an 
average sales transaction higher than in most "retail" es-
tablishments, variations in unit sales and considerable 
seasonal and cyclical variations in sales volume. 
On the supply side, there is an original capital investment 
for establishments in the industry higher than that of retail 
and wholesale establishments as a whole and also the proba-
bility that withdrawal from the industry entails correspond-
ingly higher losses. There appears, however, to have existed 
freedom of entry within recent years that compares favor-
ably with that for other industries. 
Because of these characteristics of demand and supply, 
an oligopolistic market has developed in most areas of Iowa. 
A large number of establishments are scattered widely over 
a broad geographic area. Only in the very largest cities where 
there are several yards located in one market center, and 
only to the extent that there·exists an overlapping of selling 
areas, is this pattern modified. Overlapping of selling' areas 
results in a wider area and more establishments through 
which competition can be transmitted. The typical Iowa 
farmer can, in fact, choose among a relatively small number 
of yards in placing his orders. It would appear that although 
anyone yard is not in a position in the long-run to influence 
the local market by its behavior, it can do so temporarily. 
These conditions have resulted in efforts on the part of 
establishments and firms acting independently and cooper-
atively to increase their bargaining power in local markets. 
Sometimes cut-throat competition has resulted; sometimes, 
an expansion of services; sometimes, cooperative efforts to 
stabilize the market. 
These contributing conditions and the resulting pattern 
of market organization and practice suggest tentatively the 
existence of "workable competition" in the Iowa retail lumber 
industry.66 Further research could be directed toward a more 
06 The concept of workable competition, although still In a somewhat em-
bryonic state, was first formally stated by J. ]I.!. Clark, op. cit., pp. 241-
256. He suggests an admittedly incomplete generic definition of price 
competition (ibid., p. 243): 
"Competition is rivalry In selling goods, in which each selling unit 
normally seeks maximum net revenue, under conditions such that the 
price or prices each seller can charge are effectively limited by the 
free option of the buyer to buy from a rival seller or sellers of what 
we think of as 'the same' product. necessitating an effort by each 
seller to equal or exceed the attractiveness of the others' offerings to 
a sufficient number of sellers to accomplish the end in view." (Continued on next page) 
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comprehensive analysis of this market, especially in terms 
of the industry's cost structure and price-making practices, 
and of the impact of that structure upon consumers of build-
ing materials. 
III. CONCLUSIONS 
Market structure is largely a result of the physical 
characteristics of products and of the forces of demand and 
supply. However, it can itself become a causal force, modify-
ing demand and supply, when it develops rigidities and fails 
to transmit demand and supply forces rapidly, perfectly, 
and without arbitrary control. If controls, rigidities or im-
perfections do develop, they may become self generating, 
leading to even greater imperfections. Market structure is, 
therefore, not only a reflection of underlying forces, but in 
many cases, a causal factor in shaping the structure of 
production and consumption; and it has considerable effect 
upon the welfare of consumers through the way in which it 
performs its passive and positive roles. 
This study was designed to describe and, where possible, 
to explain the structure of the supply forces in the retail 
lumber market in Iowa. Characteristics described were chosen 
primarily because of their relationship to the type of com-
petition within .the industry. The Iowa market was found 
00 (Continued) _ 
He further points out the large number of conditions upon which the 
character of competition depends and, in developing the concept of work· 
able competition, emphasizes long-fun cost and demand considerations. 
The form of competition observed in the retail, lumber industry In Iowa 
appears to fit best into his ll-A-l·c type (ibid., p. 245): 
"ll. 1I1odified, intermediate or hybrid competition. (':\Ionopolistic com-
petition' In the broader sense.) 
A. Standard products, few producers_ The most Important 
cases involve formally free entry. but no exit without loss. 
1. Ouoted prices, horizontal Individual demand sched-
ules If others' prices unchanged, and variants. 
c. Open price with limited departures, all or 
part of the time: secrecy temporary. 
Probably the most important case." 
George Stigler sets forth three conditions of workable competition: (1) 
a considerable number of firms seIling closely related products; (2) absence 
of collusion among firms; and (3) a long-run average cost curve for a 
new firm which is not materlallv higher than that for an established firm. 
George J. Stigler, Extent and' Dases of :\Ionopoly, American Economic 
Review. Vol. XXXII, No.2, Pt. 2. Supplement (June, 1942), pp_ 2·3. 
Jesse Markham offers another definition: 
"An Industrv may be judged to be workably competitive when. after 
the structural characteristics of its market and the dynamic forces that 
shaped them have been thoroughly examined, there is no clearly Indi-
cated change that can be effected through public policy measures that 
would result In greater social gains than SOCial losses." 
Jesse '\T. lIlarkham, An Alternative Approach to the Concept of 'Vork-
able competition, American Economic Review, Vol. XL, No. 3 (June, 
1950), p. 361. 
The concept Is also treated by Corwin D. Edwards, l\falntnlning Com· 
petition (New York: lIfcGraw-HIlI Book Company. 1949), pp. 9·10, who de-
scribes seven structural characteristics of such markets. 
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to be neither purely nor perfectly competitive. It is basically 
oligopoIistic and was sometimes found to have certain local 
structural imperfections and rigidities. In these respects, it 
does not lead to maximum consumer welfare, for the struc-
tUre suggests a degree of stickiness in the industry; i.e., it 
does not adapt itself rapidly and completely to changing con-
ditions of demand and supply. But these socially unfavorable 
characteristics were as least partially compensated for by 
more favorable characteristics, such as the overlapping of 
market areas, rapid imitation of services and prices and 
possibly considerable freedom of entry. 
This combination of characteristics was interpreted 
tentatively as reflecting a market of workable competition. 
It would appear that the structure of the industry is not a 
major deterrent to efficient farm dwelling construction in 
Iowa. However, any increase in operating efficiency, however' 
small, should be encouraged; for the demand for anyone ma-
terial or for the services of anyone participant in housing 
construction is highly inelastic, and even small imper-
fections or rigidities in the market structure or functions 
may have a marked effect upon price.Gj 
Protection of consumer interests within such a market 
depends upon the care with which customers detect and re-
act to interfirm differences in prices and qualities of goods 
arid services, upon the alertness of enterprisers in the in-
dustry in imitating profitable practices and in taking ad-
vantage of new investment opportunities both within and 
without the industry and upon the public's diligence in seeing 
that the legally accepted rules of market behavior are ad-
hered to. 
This study has been restricted to one institution which 
is involved in the building of farm houses. Its limitations 
suggest other areas and other approaches which might be 
useful in the study of economic problems of farm housing 
construction. 
1. This same descriptive approach might be used in 
studying the other institutions or social groups or individuals 
who participate in farm housing construction. A description 
of the market relationships among these various participants 
would be especially useful. 
2. A second approach might be in terms of house build-
.1 See United States National Housing- Agency, Housing Costs~'Vhere the 
Housing DolIar Goes, National Housing BulIetin No.2 nVashington: Gov· 
ernment Printing Office. 1944), where the average total cost of construct-
ing a smalI sample of wooden frame. single·family dwellings. financed with 
. F.H.A. guaranteed loans. was broken down into its cost components. All 
materials accounted for 45.70 percent of the total cost of the average house, 
Including land and land improvements. :\lore than half of that-26.43 per· 
cent of the total cost-was for lumber, latl) , wallboard, flooring, and mill-
work, which are the principal housing materials sold by the Iowa retail 
lumber yard. 
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ing functions rather than institutions. Perhaps this approach 
should eventually replace an institutional approach, for an 
institution can be evaluated only in terms of its efficiency 
in the performance of functions. 
3. A third approach to the study of farm housing 
supply could be in terms of the structure of costs. This would 
make possible a more objective description and evaluation of 
either institutions or functions. 
4. It is in the analysis of the structure and determinants 
of demand for farm housing, however, that some of the 
most fertile as well as difficult research problems exist. 
This listing of relatively unexplored areas of farm hous-
ing research suggests the breadth of research opportunities 
and the character, as well as limitations, of this particular 
study. 
APPENDIX A 
ESTIMATED SALES OF RETAIL LUMBER AND BUILDING 
MATERIALS DEALERS IN IOWA 
1. METHOD OF ADJUSTING 1947·50 SALES ESTElfATES FRO:\[ RE-
TAIL SALES TAX DATA TO PLACE THE~[ ON A CO~[PARABLE 
BASIS TO 1935·46 ESTIMATES. 
Retail sales tax coIlections are reported each year by the Iowa 
State Tax Commission for various business classifications. From 1934 
through the first sales quarter of 1947, retail lumber yards were 
classified under "Building Materials." Beginning with the second sales 
quarter of 1947, however, this classification was changed to "Lumber, 
Brick, Tile, Stone, Sand and Gravel." Since the revised classification 
included more firms than the one previously used, it was necessary 
to take from this group taxes from firms which had been added to 
the classification during the last three quarters of 1947 and the years 
1948-50. 
It was assumed that the new classification included all firms 
previously listed under "Building Materials," plus those formerly 
classified separately as "Lumber-Wood Products," and "Stone, Clay and 
Glass Products." Total estimated sales for these three categories 
were computed for the 10-year period, 1937-46, and the percentage 
of this total accounted for by dealers in lumber-wood products and 
stone, clay and glass products was then determined. This per-
centage ranged between 4.7 in 1944 and 9.7 in 1938. Table A-I shows 
that the relative importance of such firms declined during the war 
years but showed signs of recovery in 1945 and 1946. \Vhile sales by 
this additional group of establishments may have returned by 1947-
50 to the same level, relative to the total sales, as in pre-war years, 
such an assumption seemed tenuous. Therefore, sales by such 
establishments as a percentage of total sales by all three groups of 
businesses were computed for the ten-year period, 1937-46, and this 
amount-6.84 percent-was deducted from sales estimated for the 
second quarter of 1947 through the last quarter of 1950. If ti,is per-
centage correction is too low, then estimated sales by building ma-
terials dealers for 1947-50 are probably overstated. There is no 
reason, however, to believe that they are overstated by more than 
3 percent (9.72 percent, the high 1938 ratio, minus 6.84 percent, the 
adjustment factor). 
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TABLE A-I_ ESTIMATED RETAIL SALES BY IOWA DEALERS IN LUM-
BER-WOOD PRODUCTS AND STONE, CLAY, AND GLASS PRODUCTS 
AS A PERCENT OF TOTAL SALES OF BUILDING :'.fATERIALS, LU:'.f-
BER-WOOD PRODUCTS, AND STONE, CLAY, AND GLASS PRODUCTS, 
1937-46. 
Total estimated retail sales 
of dealers in Sales by groups (1) Lumber-woOd products (1) plus Year (2) Stone, clay, and glass (2) as percentage of products, and . (3) Building materials· total (add 000) 
1937 $45,893 6.98 
1938 49,953 9.72 
1939 57,374 9.03 
1940 57,635 8.94 
1941 65,204 8.59 
Total, 
1937-41 
$276,060 8.69 
1942 66,688 6.78 
1943 71,107 5.43 
1944 72,538 4.68 
1945 82,352 4.87 
1946 
Total. 
90,928 5.88 
1942-46 
383,613 5.51 
Total. 
1937-46 $659,673 6.84 
.Because of rounding, detail does not add exactly to total. 
Source: Computed from records of retail sales tax collections, Iowa State 
Tax Commission, Des Moines. 
2. VARIATIONS IN SALES BY QUARTERS. 
Tables A-2 and A-3 show the peaking of materials sales in the 
third and fourth quarters of the year. 
3. SALES OF BUILDING MATERIALS BY BUILDING CONTRACTORS. 
A share of the building materials used in construction in Iowa are 
retailed by construction contractors and do not move through the 
hands of retail lumber and building materials dealers. Because of the 
greater importance of contractors in industrial construction, it would 
seem reasonable to expect that such sales are more common for 
materials used in industrial construction than for those used in 
residential construction. Records of retail sales and consumer use 
tax collections for the state of Iowa provide a basis for estimating 
the volume of materials sales by construction contractors. Such sales 
were an estimated 12.35 percent of total sales by retail lumber and 
building materials establishments during the 13-year period, 1938-50. 
(See table A-4.) 
277 
TABLE A·2. ES'L'DrATED RETAIL SALES BY BUILDING' :\IATERIALS 
DEALERS IN IOWA BY QUARTERS, 1934·50. 
Quarter Annual Year 
1 I 2 I 3 I 4 total (add 000) $6,696 $7,719 1934 • $5,496 * 1935 $5,181 *. ,. ". $34,452 
1936 5,806t 9,979 11,486 11.697 38.968 
1937 6,627 10,739 12,992 12,330 42.688 
1938 6,782 10,317 12,944 15,054 45,097 
1939 7,778 12,548 15,920 15,945 52,191 
1940 7,384 13,032 16,127 15,939 52,481 
1941 8,394 15,454 18,544 17,213 59,605 
1942 11,616 18,021 17,015 15,514 62,165 
1943 13,423 15,732 20,100 17,994 67,249 
1944 12,344 16,639 21,755 18,405 69,143 
1945 13,324 18,737 22,330 23,949 18,344 
1946 18,106 24,539 32,440 28,599 85,578 
1947tt 24,496 34,799 45,785 3~c9~~ 144,3n 
1948tt 27,812 45,460 54,487 46,087 173,846 
1949tt 24,054 41,210 54,633 47,10" 167,001 
1950tt 22.976 50,901 68.835 51.396 194,108 
"No sales tax collections coverIng sales during first quarter, 1934. 
"Estimated sales for the last three quarters of 1935 combined, $29,271 
thousand. 
tBased on estimated tax collections for this quarter. Collections for this 
quarter were assumed to bear the same percentage relationship to collec· 
tions in the succeeding three quarters as the median quarterly relationship 
In the five·year period, 1937·41. During these years, first quarter col· 
lectlons ranged between 14.1 and 15.5 percent of the annual total; the 
median was 14.9 percent. 
ttNew series, beginning second quarter, 1947. New series has been ad· justed to ba8is comparable to 1937-46 data. See Appendix A-I. 
Source: Computed from records of retail sales tax collections, Iowa 
State Tax Commission, Des Moines. 
TABLE A-3. RANK OF FOUR ANNUAL QUARTERS 1::-<" BUILDING 
MATERIALS SALES VOLU:\IE IN lOW A IN EACH 
YEAR, 1936·48. 
Number of years rank was 
Quarter I 
Total 
First Second Third Fourth 
1 0 0 0 15 15 
2 1 0 14 0 15 
3 10 5 0 0 15 
4 4 10 1 0 15 
Total 15 15 15 15 -
Source: Table A·2. 
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TABLE A·4. ESTIMATED SALES OF BUILDING :.rATERIALS AT 
RETAIL BY BUILDING CONTRACTORS IN IOWA, 1938·50. 
Estimated sales of 
Retail lumber I Building- contractors Year Building as a percentage of yards and building contractors· sales of retail materials dealers lumber yards and 
building materials (add 000,000) dealers 
1938 $45.1 $4.5 
I 
10.04 
1939 52.2 11.3 21.66 
1940 52.5 7.2 13.72 
i941 59.6 7.5 I 12.55 
1942 62.2 7.2 11.55 
1943 67.2 6.2 9.24 
1944 69.1 5.3 7.69 
1945 78.3 7.3 9.31 
1946 85.6 12.4 14.47 
1947 144.4 20.9 14.49 
1948 173.8 23.8 13.71 
1949 167.0 18.5 11.09 
1950 194.1 22.3 11.48 
Total $1,251.2 $154.5 12.35 
·Classified prIOr to the second quarter of 1947 as "Buildtng and Construe· 
tion Contractors," in reports of retail sales tax collections; thereafter, as 
"Building Contractors." Reports of use tax collections use only the classi-
fication, "Contractors:) 
Source: Computed from records of retail sales and use tax collections, 
Iowa State Tax Commission, Des Moines. 
APPENDIX B 
OPERATING PRACTICES OF RETAIL LUMBER YARDS AND 
BUILDING MATERIALS DEALERS IN IOWA AND THE 
WEST NORTH CENTRAL REGION 
1. SIZE DISTRIBUTION OF ESTABLISHMENTS. 
Table B-1 shows that the median lumber and building materials 
dealer in the 'Vest North Central division in 1948 had sales of nearly 
$100,000 and that single unit and multiunit stores differed little in the 
distribution of establishments among various size groups. 
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TABLE B-lo RETAIL LUMBER AND BUILDING ~fATERIALS STORES 
AND SALES IN THE WEST NORTH CENTRAL DIVISION" 
CLASSIFIED ACCORDING TO SIZE OF STORE, 1948. 
Percentage of stores and of sales of total, single unit, and multiunit re-
tail lumber and building materials stores accounted for by stores of four 
sales volumes. 
Total 
I 
Single unit 
\ 
Multiunit 
Sales volume 
Stores I Sales Stores I Sales Stores I Sales Percentage 
$300,000 and 8.6 33.6 10.1 39.2 7.2 28.2 
over 
$100,000-299,999 37.7 44.1 34.6 40.2 40.4 48.0 
10,000-99,999 46.9 19.3 44.6 16.5 49.0 22.0 
Less than 
$10,000 1.7 0.1 3.1 0.1 0.5 0.0" 
Not operated 
entire year 5.1 2.9 7.6 4.0 2.9 1.8 
Total 100.0 100.0 100.0 100.0 100.0 100.0 
Dollars 
Median sales 97,768 
I 
I 97,125 
I I 
98.320 
Average sales 144,951 154,057 137,302 
',Vest North Central Division includes N01·th Dakota, South Dakota, 
Nebraska, Kansas, ~Hnnesota, Iowa and ~Iissouri. 
• ·Less than 0.05. 
Source: United States Census of Business: 1948, Retail Trade, Sales 
Size, Bulletin No. 2-R-2, p.2.85. 
2. DISTRIBUTION OF ESTABLISHMENTS BY POPULATION. 
Table B-2 shows that three-fourths of the retail lumber and build-
ing materials dealers in the West North Central division were in 
towns of less than 5,000 population and that these stores accounted 
for more than half of total sales by such establishments. 
TABLE B-2. PERCENTAGE OF STORES AND OF SALES' OF RETAIL 
LU~fBER YARDS AND BUILDING ~fATERIALS DEALERS IN THE 
,VEST NORTH CENTRAL DIVISION,' 1948. ACCOUNTED FOR BY 
STORES IN '('OWNS OF VARIOUS POPULATION SIZES, 1951. 
Percentage of total 
Population of town'· 
Stores Sales 
500,000 and over 1.9 5.1 
250,000-499.999 1.4 4.1 
100,000-249,999 2.4 5.4 
50,000-99,999 2.5 5.7 
25,000-49,999 2.7 5.4 
10,000-24,999 7.2 10.7 
5,000-9,999 7.0 9.6 
2,500-4,999 9.1 10.3 
Less than 2,500 65.8 43.7 
Total 100.0 100.0 
.'Vest North Central Division includes North Dakota, South Dakota, Ne-
b~aska, Kansas, Minnesota, Iowa and ~1!ssouri. 
"Population figures are preliminary 1950 figures. 
Source: United States Census of Business: 1948, Retail Trade, City Size. 
Bulletin No. 2-R·5, p. 5.10. 
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3. CREDIT SALES. 
Reporting lumber and building materials establishments in Iowa 
indicated that three-fourths of their sales in 1948 were on credit. 
(See table B-3.) 
TABLE B-3. CASH AND CREDIT SALES OF LUMBER AND BUILDING 
MATERIALS DEALERS IN IOWA, 1948. 
Sales 
Basis of sale Number of stores Amount As percentage of (Add 000) total reported 
Total, all stores 1,123 $170,503 
---
Total reporting 
cash-credit basis 931 $159.916 100.0 
Basis of sale: 
Cash sales 931 $39,218 24.5 
In cash 'stores 35 $5,080 3.2 
In cash-credit 
stores 896 34,138 21.3 
Credit sales 896 $120,698· . 75.5 
·Of these, 0.8 percent were Installment sales and 99.2 percent, charge ac-
count sales. 
Source: United States Census of Business: 1948, Retail Trade, Credit, 
Bulletin No. 2-R-ll, p.ll.79. 
4. INVENTORIES AND SALES-STOCK RATIOS. 
Tables B-4 and B·5 show that large stores not only had a larger 
inventory per store than did small stores, but also that they had a 
higher sales (at retail)/inventory (at cost) ratio in 1948; that chain 
stores had a higher average inventory at the close of the year, 1939, 
than did independents; that independents had a higher sales-stock 
ratio than did chains in 1939; and that other types (chiefly farmer 
cooperatives) had an extremely high sales-stock ratio in that year. 
TABLE B_A AVERAGE INVENTORY PER STORE AND SALES-STOCK 
RATIOS OF LARGE AND SMALL STORES IN THE WEST 
NORTH CENTRAL DIVISION· AND IN IOWA. 1948. 
Location and type of operation 
'West North Central Division 
Large storest and multlunlts 
Small single unit stores 
Iowa 
Large storest and multiunlts 
Average inventory 
at cost per store" 
$30,288 
10,555 
30,439 
Ratio of sales at 
retail to average 
Inventory at cost 
5,6 
4.8 
5.6 
.West North Central Division includes North Dakota, South Dakota, Ne-
braska, Kansas, Minnesota, Iowa and Missouri . 
•• Average of total inventory, beginning of year, all stores and total Inven-
tory, end of year, all stores, divided by total number of stores. 
tLarge stores had sales of $100,000 or more In 1948. 
Source: United States Census of Business: 1948, Retail Trade, Mer-
chandise Inventories, Bulletin No. 2-R-I0, p. 10.29. 
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TABLE B-5_ NUMBER OF STORES, SALES, AND YEAR-END STOCKS OF 
INDEPENDENT, CHAIN, A)!D OTHER RETA1L LUMBER AND 
. BUILDING' ;HATF.RIALS DEALERS IN IOWA, 1939. 
Item Total Independent Chain Other types· 
. 
Stores: 
Number 1,165 612 536 17 
Percentage of 
100.0 total 52.5 46.0 1.5 
Sales: 
Total $56,711,000 $30,376,000 $24,877,000 $1,458,000 
Percentage of 
total 100.0 53.5 43.9 2.6 
Per store $48,679 $49,634 $46,412 $85.765 
Stocks on hand 
at end of 
year at cost: $15.158,000 $7,297.000 $7,629,000 $232,000 Total 
Per store 13,011 11.923 14,233 13.647 
Ratio of sales 
to year-end 
stock at 
cost 3.74 4.16 3.26 6.28 
• ComprIsed of direct selling, farmer and consumer cooperatives, and mail 
order stores. 
Source: United States Census of Business: 1939, Vol. I, Pt. 1, p. 223. 
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TABLE B-6. COMBINED PROFIT AND LOSS STATEMENT OF 137 RE-
TAIL LUMBER COMPANIES IN THE WEST CENTRAL AREA 
AND 412 COMPANIES IN THE UNITED STATES, 
- CLASSIFIED BY SIZE OF CO:'IMUNITY, 1945. 
Item 
'Vest Central Area:t 
Number of com-
panies reporting 
Net sales 
_ Cost of goods sold 
Gross margin 
Operating expenses 
Operating profit 
Other income and 
expenses 
Net profit before 
income taxes 
Net profit before 
Income taxes 
United States: 
Number of com-
panies reporting 
Net sales 
Cost of goods sold 
Gross margin 
Operating expenses 
Operating profit 
Other Income and 
expenses 
Net profit before 
income taxes 
Net profit before 
Income taxes 
Unclassi-
T}'pe of community fled 
1------,----..,----,--1 multiple-' 
Rural· 
55 
100.0 
77.6 
22.4 
13.2 
9.2 
0.5 
9.7 
17.7 
149 
100.0 
73.5 
26.5 
17.6 
8.9 
0.7 
9.6 
19.4 
Total 
I U rbano I Metro- yard politanO pa~~.' 
I I Number 
13 1 13 1_---"-5.::..6_'--1 -,1:.:3;..:.7_ 
.;;:;'r~1;;g n.t ~'71!:~ 
26.0 I 26.1 26.4 
20.0 19.9 17.4 
6.0 I 6.2 9.0 
4.0 I 
I
I 
10.0 
I 
3.8 
10.0 
1.1 
10.1 
1 I 100.0 73.8 
26.2 
17.4 
8.8-
1.3 
10.1 
percentj: ge of net Iworth I 
10.7 18.2 =~1~8~.3=~1 =1=7=.9~ 
I 
Number 
61 ! 116 1--"-'86'----+! ---=.:41:.:2:....-
l;i;~cenlag:~g~g net sal:;g:~ 
27.3 II 29.1 26.6 
20.6 24.5 17.8 
6.7 II 4.6 8.8 
1. 7 1.4 1.1 
I 
8.4 I 
1 
6.0 9.9 
Percentage of net worth 
I, I 
12.9 10.9 17.8 
1
100.0 
72.9 
27.1 
19.3 
7.8 
1.2 
9.0 
16.2 
"Rural: population less than 10,000; urban: population 10,000-99,999; metro-
politan: population 100,000 and over. 
""Multiple yard companies have been classified Into rural, urban and metro-
politan groupings whenever a company's operations are confined to one 
grouping. Wherever a multiple yard company operates In more than one 
type of community, Its data are shown under the heading 'unclassified mul-
tiple yard companies'." Office of Price Administration, Office -of Tempo-
rary Controls, Economic Data Analysis Branch. Survey of Retail Lumber 
Dealers, OPA Economic Data Series No. 16, p. 1. 
tWest Central Area Includes Minnesota, North Dakota, South Dakota, Iowa, 
Wisconsin, upper peninsula of Michigan, Kansas, Nebraska, Missouri, Okla-
homa, Texas. . 
Source: Office of Price Administration, Office of Temporary Controls, 
·Economlc Data AnalysiS Branch. Survey of Retail Lumber Dealers, Whole-
sale Stock Millwork Distributors, and Plumbing and Heating Equipment Job-
bers and Dealers, OPA Economic Data Series No. 16 (Washington: Govern-
ment Printing OffIce, 1947), pp. 8-10. 
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5. GROSS :MARGIN, OPERATJ;NG EXPENSES AND NET PROFIT. 
Gross margins in both the West Central area and in the United 
States in 1945 were larger, the greater the size of the city. They 
were also greater for multiple-yard companies than for independents. 
In the West Central area, operating expenses were usually 18 to 
22 percent of net sales during the 10-year period, 1936-45. Expense 
ratios in urban and metropolitan centers were much higher than in 
towns of less than 10,000 population in 1945. In only one of the nine 
years for which data are shown in table B-7 were expense ratios 
higher in the West Central area than in the United States. In three 
of the five years shown in table B-8, operating expense ratios were 
lower for chains than for independents. 
TABLE B-7. OPERATING EXPENSES AND NET PROFIT OF 47 RETAIL 
LUMBER CO:\IPANIES IN THE WEST CENTRAL AREA. AND' 
152 CO:\IPANIES IN THE UNITED STATES, 1936-45. 
Operating expenses Net profit 
Year" 
'Vest Central 
I 
United 'Vest Central 
I 
United 
Area States Area States 
Percentage of net sales 
1936 20.9 22.4 3.4 4.0 
1937 21.8 21.6 4.0 I 4.3 1938 21.8 23.3 2.9 2.4 
1939 21.1 22.1 3.8 3.4 
1940 21.3 22.2 3.5 4.2 
1941 19.3 20.7 4.9 5.1 
1942 19.9 20.7 5.6 6.4 
1944 18.2 21.2 8.6 6.7 
194'5 18.0 21.6 8.7 7.5 
'West Central Area inclUdes Minnesota, North Dakota, South Dakota, Iowa, 
'Vlsconsin, upper peninsula of Michigan, Kansas, Nebraska, Missouri, Okla-
homa, Texas . 
• 'Data not available for 1943. 
Source: Office of Price Administration, Office of Temporary ControlS, 
Economic Data AnalysiS Branch. Survey of Retail Lumber Dealers, Whole-
sale Stock Millwork Distributors, and Plumbing and Heating Equipment 
Jobbers and Dealers, OPA Economic Data Series No. 16 (Washington: 
Government Printing Office, 1947), pp. 19-20. 
Net profit as a percentage of net sales in the West Central area 
in 1945 varied little by size of town; but in the United States that year, 
it varied inversely with the size of the community. In five of the 
nine years shown in table B-7, net profit as a percentage of net sa.les 
was greater in the West Central area than in the United States. 
During four of the five years in table B-8, net profits of chains as a 
percentage of net sales were greater than for independents. The same 
was true in only three of the five years when net profits were ex-
pressed as a percentage of net worth, 
6. EMPLOY:\IENT. 
Tables B-9 and B-10 demonstrate the size of employment in retail 
lumber yards in Iowa, the importance of part-time employees, and the 
seasonal fiuctuations in size of employment. 
7. MARKUP ON COST BY POPULATION OF TOWN. 
Data from the Office of Price Administration for the West Central 
Area show the following markup practices among retailers of lumber 
and building materials in towns of two size classifications in March, 
1942: ' 
1 United States Office of Price Administration. Office of Temporary Controls, 
EconomiC Data Analysis BranCh, Survey of Retail Lumber Dealers, 'Vhole-
(Continued on page 286) 
'l'ARLE B-S. OPERATING EXPENSES AND NET PROFIT Ol!' 81 INDEPENDENT AND '56 CHAIN RE-
TAIL LUMBER COMPANIES, \VEST CENTRAIJ AREA,* 1936-39 and 1945 
Year 
1936 
1937 
1938 
1939 
1945 
Operating expenses 
Indepen- Chain Total dent 
I I 
Percentage of net sales 
I I 
19.9 
20.0 
20.8 
18.3 
17.3 
I 18.0 I 
I 18.4 I 
I I 
I 19.3 I 
I 20.0 I 
I 17.4 I 
18.3 
18.6 
19.5 
19.8 
17.4 
Net profit 
Indepen-
dent Chain Total 
I I 
Percentage of net sales 
4.7 
5.3 
4.6 
5.3 
9.9 
I 6.2 I 
I 6.5 I 
I I 
I 4.4 I 
I 5.5 I 
I I 
I 10.1 I 
6.0 
6.3 
4.4 
5.4 
10.1 
Indepen-
dent Chain 
I 
Percentage 
6.5 
7.8 
5.9 
7.7 
15.5 
I 
I 
I 
I 
I 
I 
of net 
7.4 
8.3 
4.9 
6.7 
18.3 
I 
I 
I 
I 
II 
Total 
worth 
7.3 
8.2 
5.0 
6.9 
17.9 
• \Vest Central Area includes Minnesota, North Dakota, South Dakota, Iowa, \Visconsin, upper peninsula 
of ~1ichigan, Kansas, Nebraska, .:Ilissouri, Oklahoma, Texas. 
Source: Office of Price Administration, Office of Temporary Controls, Economic Data Analysis Branch. 
Survey of Retail Lumber Dealers. Wholesale Stock .:Ilillwork Distributors and Plumbing and Heating I!Jquill-
ment Jobbel's and Dealers, O1'A Economic Data Series No. 16 (Washington: Government Printing Office, 
1947). pp. 11, 13. 14, 16, 17, 19. 
to:> 
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TABLE B-9. NU:UBER OF EMPLOYEES AND PAYROLL OF RETAIL 
LU)IBER YARDS AND BUILDING MATERIALS 
DEALERS IN row A, 1948. 
Item 
Number of establishments 
Total sales (add 000) 
Payroll, enUre year (add 000) 
Number of paid employees, 
workweek ended nearest 
November 15 
Total 
Full workweek 
Uniricorporated businesses 
Active proprietors, 
November 
Unpaid family workers, 
November 
Lumber yards 
1,039 
$158,439 
$13,455 
5,663 
4,828 
411 
115 
Building rna terials 
dealers 
84 
$12,064 
$1,692 
676 
573 
67 
13 
Source: United States Census 
Bulletin No. 1-R-14, p. 14.02. 
of Business: 1948, Retail Trade, Iowa, 
TABLE B-10. MON"THLY E;\rPLOYMEXT OF FULL-TDIE AND PART· 
TIME E)lPLOYEES IN RETAIL LUMBER YARDS IN IOWA, 1939. 
Employees 
Full-time Part-time Total 
Month Percent- Percent· Percent-
Number age of Number age of Number age of monthly monthly monthly 
average average average 
January 2,771 96.65 924 85.95 3,695 93.73 
February 2,761 96.30 913 84.93 3,674 93.20 
March 2,784 97.11 959 89.21 3,743 94.95 
April 2,818 98.29 959 89.21 3,777 95.S1 )1ay 2,814 98.15 955 88.84 3,769 95.61 
June 2,845 99_23 970 90.23 3,815 96.78 
July 2,852 99.48 959 89.21 3,811 96.68 
August 2,870 100.10 1,122 104.37 3,992 101.27 
September 2,964 103.38 1,409 131.07 4,373 110.93 
October 3,01-1 105.13 1,423 132.37 4,437 112.5G 
November 
I 
2,982 104.01 1,292 120.19 4,274 108.42 
December 2,929 102.16 1,020 94.88 3,949 100.1S 
AYerage 2,867 100.00 1,075 100.00 3,942 100.00 
Source: United States Census of Business: 1939, Vol. I, Pt. 1. p. 3S9. 
a. Lumber and timber products 
(1) Most commodities sold in quantities carried a lower 
average markup in cities (10,000 or more population) than 
in small towns (less than 10,000 population). Exceptions: 
7 out of 18 products. 
1 (Continued) _ 
sale Stock )Iillwork Distributors, and Plumbing and Heating Equipment 
Jobbers and Dealers: Summary of ::.Ilarkups and Operating Data for Vari-
OUR Period,,;. 1936-1:'1<16, OrA Economic Data Series, No. 16 (,,'ashlngton: 
Government Printing Office, 1947), p. 24. 
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(2) Most commodities sold in small amounts carried a higher 
average markup in cities than in small towns. Exceptions: 
7 out of 18 products. 
b. Building materials: Most commodities sold either in quantities 
or in small amounts carried a lower average markup in ciUes 
than in small towns. Exceptions: 8 or 9 products out of 21. 
APPENDIX C 
EXPENSES AND PROFITS OF RETAIL LUMBER AND BUILDING 
MATERIALS DEALERS IN THE UNITED STATES 
There is a relatively limited amount of information about the 
operating experience of retail lumber dealers. At least seven organi-
zations, however, have collected balance sheets and/or operating state-
ments from a sample of dealers in the United States or, more often, 
in a particular state or area. While these data are from a relatively 
small number of yards, in many cases from what would appear to be 
unrepresentative samples and for different periods of time, it seemed 
desirable to determine whether any generalizations could be made 
about operating experience of retail lumber yards on the basis of 
these findings. Both consistency and inconsistency of experience 
are important in revealing characteristics of retail lumber yard 
functioning. The statements below are a summary of findings 
relative to the relationship between operating ratios and community 
size, sales volume, type of operation (chain or independent), Ioeation 
of yard and time. 
1. OPERATING EXPENSES AS A PERCENTAGE OF NET SALES. 
a. Composition.-
Wages and salaries represented 60 to 70 percent of total lumber 
yard expenses and were the largest single expense item. 
Occupancy costs ranked second, representing 7 to 10 percent of 
total expenses. • 
Ranking next in importance were interest, taxes (excluding in-
come taxes) and delivery, each of which accounted for more 
than 5 percent of total expenses. 
Each other expense item represented less than 5 percent of 
total expenses. 
b. Size of community." 
With certain exceptions, operating expenses as a percentage of 
net sales tended to increase as size of community increased. 
c. Sales volume.' 
The relationship between sales volume and operating expense 
ratio varied considerably among different studies. 
• Paul 'V. Briley. The Cost of Doing Business-Operating Results in 1947 
of Retail Lumber Yards-Kansas, Missouri, Oklahoma, Arkansas (Law-
rence, Kansas: University of Kansas, Bureau of Business Research, n.d.); 
Dun and Bradstreet, Inc., Research and Statistical Division, 1940 Retailers' 
Operating Cost Survey-Lumber and Building Material Dealers: Analysis 
of 1939 Operations (New York: Dun and Bradstreet, 1940); G. W. Starr 
and H. C. George, Operating Costs of Retail Lumber Dealers, Indiana Busi-
ness Studies, No. 24 (Bloomington: University of Indiana, School of Busi-
ness, Bureau of Business Research, 1942). 
• This held for the United States as a whole when communities were classi-
fied as rural (less than 10,000 population), urban (10,000·99,999 population) 
and metropolitan (100,000 and over population). Exceptions occurred in 
certain years and In certain areas of the United States. Some of the dif-
ferences that appear in various local stUdies may have been due to the 
small size of the sample, to a more minute breakdown of population classi-
fications and to differences in local market conditions. United States Of-
fice of Price Administration, op. cit.; Briley, op. cit., p. 17; and Dun and 
Bradstreet, op. cit., p. 3. 
• Two studies show, with certain exceptions, a decreasing and then increas-
Ing ratio as sales volume increased. Briley, op. cit., p. 15 and Dun and 
(Continued on next page) 
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d. Chains and independents." 
With certain exceptions, chain yards had a lower operating ex-
pense ratio than did independents. 
e. Area of United States." 
Operating expenses as a percentage of net sales varied eon-
siderably among states and areas of the United States. In 
most years for which data are available, specified areas show 
the following rank in expense ratios, ranging from lowest to 
highest: (1) West Central, (2) Mountain and Pacific, (3) South 
Atlantic and East South Central; (4) East North Central, and 
(5) Northeast and Middle Atlantic, although the latter two (4 
and 5) were interchanged in two of the five years covered. 
f. Years.' 
While the trend in average operating expenses as a percentage 
of net sales was downward in the United States from 1938 
through 1942 and then upward In 1944 and 1945, in the West 
Central Area it continued downward through 1944 and 1945. 
2. NET PROFIT AS A PERCENTAGE OF NET SALES. 
a. Size of community," 
No consistent relationship was apparent between size of com-
munity and net profit as a percentage of net sales. 
b. Sales volume.· 
While studies differ in the relationship they show between sales 
, (Continued)-
Bradstreet, op. cit., p. 3 (for small towns). Starr, OPt cit., pp. 27-31, shows 
a narrowly fiuctuating average expense ratio as sales volume increased. An-
other shows a constantly decreasing ratio as sales increased. Dun and 
Bradstreet, op, cit., p. 3 (for medium-sized and large cities). Still an-
other reveals a riSing and then falling ratio with increasing sales for two 
of the three years studied. Kentucky Retail Lumber Dealers' Association, 
Lumber Dealers' Business Survey, 1946. 1947, 1948 (Lebanon, Kentucky: 
Kentucky Retail Lumber Dealers' Association, 1947-49). 
• BrIley, OPt cit., p. 19; and United States Office of Price Administration, 
OPt cit .• pp. 11-1S. In the latter study, exceptions are noted for the United 
States In certain years and for certain areas of the United States_ Briley's 
study of yards in four midwestern state.s shows that the only expense for 
which chains had a higher ratio than did independents was hiterest. For 
three expenses-traveling; rental; and dues, subscriptions and contribu-
tions-the ratio for independents as a percentage of net sales was more 
than twice that for chains; and for three others-dellvery, supplles and 
Insurance-the independent ratio was much higher than that of chains. 
"Briley, OPt cit., p. 13; and United States Office of Price Administration, OPt 
cit., pp. 19·20 . 
• United States Office of Price Administration. OPt cit., pp. 19-20 . 
• This was particularly apparent in Briley, op. cit., p. 17, and in Starr, OP. 
cit., p. 33. Data In Dun and Bradstreet, op, cit., p. 3, however, show that 
net profit ratios decreased and then increased as community size increased, 
except for establishments with sales of $100,000 Or more in 1939. In the 
data for the United States from United States Office of Price Administra-
tion, OPt cit., pp. 3-9, net profit before income taxes as a percentage of 
net sales decreased as size of community increased, with communities 
classified into three size groups. Exceptions to this national average rela-
tionship found In this and the other two studies cited above were: (1) 
small firms (less than $100.000 sales volume), which showed their high-
est profit ratios in small and large cities and their lowest in medium-sized 
cities (20,000 to 100,000 population) in 1939; (2) certain years (1936 and 
1937), when companies In urban communities (10,000 to 100,000 popula-
tion) had the highest profit ratio; and (3) certain areas in certain years 
where this pattern was not followed (e. g., the 'Vest Central Area. where 
urban communities had the highest profit ratio in three of the five years 
for which data are available and a profit ratio in one of the remaining years 
equal to that of metropolitan communities). 
"Dun and Bradstreet, op. cit., p. 3; Kentucky Retail Lumber Dealers' Asso-
ciation, op. cit., Robert )[orris Associates, Retail Trade-Lumber and (Continued on next page) 
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volume and net profit, in a majority of cases, net operating 
profit as a percentage bf net sales fell and then rose with in-
creasing sales volume. 
c. Chains and independents.'o 
In general, net profit as a percentage of net sales was higher 
for chains than for independents. 
d. Years." 
Average net profit before income taxes as a percentage of net 
sales increased from year to year, 1938-45. 
APPENDIX D 
FIELD SURVEY METHODS 
A field survey was made during the falls of 1947 and 1948 among 
approximately ten percent of the retail lumber dealers of Iowa to 
secure information by interview on certain operating practices related 
to farm housing, and a small part of the information used in this 
study came from these interviews. For reasons that have been fully 
stated elsewhere, most of the information from that source was not 
handled statistically." The two sections below describe briefly the 
sample and the questionnaire used. 
1. THE SAMPLE. 
The 1,147 retail lumber yards in Iowa, as reported in the North-
western Blue Book for 194713 were arrayed by counties, listed al-
phabetically; within counties, by towns, .listed alphabetically; and 
within towns, by yards, listed alphabetically. A number was chosen 
at random between, and including, 1 and 10, and every nth yard was 
identified on the list. These comprised the original sample of 113 yards. 
Substitutions were made during the field survey for 15 of these yards. 
This was done where the manager was not available for an interview, 
where the manager was so new that he had had no experience as a 
basis for answering questions, or where he refused to answer most or 
all questions. A substitution was selected from the same town if 
another yard were there or from the nearest town of approximately 
the same size in the same county. In addition to the fifteen substitu-
tions, one other yard was selected at random from among a group of 
four adjacent counties in south central Iowa where no yard had come 
up in the sample because of the alphabetical basis of distribution. 
These 16 substitutions resulted in a slight increase in the percentage 
of yards classified as line yards but practically no change in dis-
tribution of sample yards among towns of various population sizes. 
Table D-1 shows certain characteristics of the total and sample popu-
lations . 
• (Continued) -
Building Material as of Dec. 31, 1~46 (Philadelphia: Robert :'IIorris Associ-
ates, 1947); and Starr, op. cit., p. 24. Exceptions to this occurred in studies 
for certain years (Kentucky Retail Lumber Dealers' Association, op, cit., 
1946): and for establishments in very small and very large communities 
(Dun and Bradstreet, op. cit., p. 3). 
10 This is baRed upon net operating profit as reported in Briley. op. cit., p. 
17, and both net operating profit and nct profit before income taxes in 
United States Office of Price Administration. op. cit., pp. 11-19. Exccp-
tions to this existed in certain years, e. g., the ,Vest Central Area in 1938. 
11 United States Office of Price Administration, op. cit., p. 19. Exceptions 
occurred in certain areas in certain years: e. g., the ,Vest Central Area in 
1938. This generalization is also not SUbstantiated by a more limited study 
for the period, 1941·45, which shows decreases in profit ratios in 1942 
and 1944. Roy A. Foulke. "Ratios for the Year 1945," Security Exehanges 
in ,Vorld Finance (New York: Dun and Bradstreet, 1947), pp. 80·81. 
12 See footnote 18, p. 244. 
13 Minneapolis: Northwestern Lumbermen's Association, 1947. 
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TABLE D-l. TOTAL AND SAMPLE LUMBER YARD POPULATIONS IN 
IOWA, 1947, CLASSIFIED ACCORDING TO TYPE OF OPER-
ATION AND POPULATION OF TOWN, 1940. 
Total Sample 
CharacterIstic 
Number I Percentage Number Percentage 
Type of 
operation, 1947 
Chain 678 59.1 73 64.6 
Independent 389 33.9 33 29.2 
Cooperative 80 7.0 7 6.2 
Total 1,147 100.0 113 100.0 
Population, 1940 
50,000 and over 47 4.1 5 4.4 
25,000-49,999 30 2.6 3 2.7 
10,000-24,999 38 3.3 4 3.5 
5,000-9,999 66 5.8 6 5.3 
2,500-4,999 101 8.8 12 10.6 
1,000-2,499 201 17.5 21 18_6 
Less than 1,000 577 50.3 57 50.5 
Unincorporated 87 7.6 5 4.4 
Total 1,147 100.0 113 100.0 
Number of counties 99 90 
Source: Number of yards according to type of operation, 1947, from 
Northwestern Blue Book (Minneapolis: Northwestern Lumbermen's Asso-
ciation, 1947). Population data from United States Census of Population: 
1940, Vol. I, pp. 379-382. 
2. THE QUESTIONNAIRE_ 
Questions were of both the specifiC, short-answer and the open-end 
types. Open-end questions frequently yielded some of the most useful 
information on industrial structure. Answers to questions 1, 2 and 3 
were thoseTelevant to this particular study. 
Statistical data collected during the 1947 interview were made 
comparable to that collected in 1948 by a supplementary mail question-
naire sent to the 1947 interviewees. This is not included here, because 
it covered questions 6 and 7 which are not a part of this study. 
QUESTIONNAIRE USED IN FIELD SURVEY AMONG 113 IOWA RETAIL 
LUMBER AND BUILDING MATERIALS DEALERS. 
1. a. Which of the following items do you sell: (1) Lumber; (2) millwork; 
(3) roofing; (4) bricks, tile; (5) building stone; (6) cement; (7) ready-
mixed concrete; (8) lime, plaster; (9) builders' hardware; (10) paint, 
varnish; (11) glass; (12) wallpaper; (13) iron, steel building materials; 
(14) wallboard; (15) insulating materials; (16) coal, coke; (17) Ice; 
(18) fuel 011: (19) fencing, gates, posts; (20) farm implements; (21) 
heating equipment; (22) plumbing equipment; (23) grain, feed, ferti-
lizers; (24) other? 
b. 'Yhat percent of your total sales this year would you estimate were 
building materials (excluding such things as coal, oil, farm Implements, 
heating and plumbing eqUipment, grain, and fced)? 
2. a. Approximately what percent of your purchases of lumber this year 
were southern lumber? 
b. 'Would that percent hold for pre-war years also? 
c. 'Yhy do you prefer (northern, southern) lumber? 
d_ (If line yard) Which of the products you handle do you buy and which 
does the head office buy? 
e. (If line yard) Do you set your own prices, or are they set by the head 
office? 
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3. a. From what area do you draw your' customers? 
b. What keeps your area within those limits? 
c. Is competition among lumber dealers 11\ this area mainly in prices or 
services? 
d. What are the best ways you have discovered for meeting competition 
from other yards? 
e. Are your prices delivered prices or f.o.b. the yard? 
4. a. Suppose that a farmer near here decides to build a new house. How does 
he usually go about It? 
b. How is that difterent from the way a person here in town would build 
his house? 
c. What are the principal differences between the way a farmer gets his 
house built and the way he gets his other farm buildings built? 
d. How soon after he gets his building materials from you for a new 
house does the farmer (or carpenter or contractor) usually pay for 
them? 
5. a. Approximatelv how many ............................ do' you have here in town? (1) Contractors; (2) carpenters (finish and rough); (3) masons; (4) 
electricians; (5) plumbers; (6) plasterers. 
b. (If lack)Where do you get .................... from? 
c. Are any of them organized into unions? 
6. a. How many new farm houses have you supplied materials for this year? (All; part) . 
b. How many of those will be completed by December? 
c. What would you estimate is the average total cost of those new houses? 
d. On an average, about how much of that Is for the materials from your 
yard? ' 
e. How many new houses have you supplied materials for here in town? (All; part) 
f. How many of those will be completed by December? 
g. What would you estimate Is the average total cost of these new town 
houses? 
b.. If we consider a major repair as one requiring $500 worth or more of 
materials, approximately how many of your farm customers have made 
major repairs on their houses this year? 
i. What was the average amount spent for materials from your yard 
for one of these repairs? 
7. a. Approximately what percent of your sales of building materials this 
year were made to farmers? 
b. About what percent were made to farmers before the war? 
c. Of your total building materials sales to farmers this year, approxi-
, mately what percent was for farm buildings and what percent was for 
the family dwelling? 
d. Is that about what it was before the war? 
e. Of the total amount sold to farmers this year for the family dwelling, 
about what percent was for new housing and what percent was for 
repairs? . 
f. Of the total amount of materials you sold here In town this year, what 
percent would you estimate was for housing? 
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